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ADVERTISEMENTS 
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) r 
Quite yaact prom the Wr 


4 
” ye efficiency, with Speed and , 
Accuracy, must be maintained in every 


branch of Industry and Commerce. 


* 


The user of ‘Hollerith ‘’ equipment is rendered; Cost Records accord with 
assured that in his Office no effort is his Financial Accounts, and Statistics 
which really mean something are 
always available when most valuable 


being wasted in the repetitive handling 
of figures; that the brains of his staff 


enseel not being stultified by ered Ard if the War is presenting its own 
esting and harassing detail, and that pettus ty vonene of tl dutldten 
he can make a sudden demand for and decentralization the stronger the 
more figures without causing a major argument in favour of a rapid change 
upheaval. His Ledgers are always in over to this most highly developed 
balance; Invoices and Statements are yet strictly economical form of 
invariably promptly and accurately mechanisation. 
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PROFESSIONAL NOTES 


** Official ’’ and Independent Accountancy 


Even before the outbreak of war it had been 
noticeable that “ official’’ accountancy, a term 
which may be used in distinction to the independent 
accountancy represented by professional accountants 
in public practice, had been on the increase. The 
growing influence of the district auditors, for example, 
had attracted much attention in the profession. 
With the far greater part played by Government 
in business affairs since the war began this “‘ official ”’ 
accountancy has been extended in other directions. 
To a certain extent this may have been unavoidable 
and it must be acknowledged that the recruitment 
of accountants by Government departments, largely 
through the Central Register maintained by the 
Ministry of Labour in co-operation with the main 
professional accountancy bodies, has provided satis- 
factory positions for a substantial number of qualified 
members of the profession. While, however, it may 
be arguable that certain types of accountancy or 
semi-accountancy work can be satisfactorily per- 
formed by State officials, the bulk of the work of 
the accountant clearly demands that he should be 
in a completely independent position. Indeed, it 


was the appreciation of this fact among the public 
as a whole which actuated the great growth of the 
professional accountancy bodies in this country 
during the last half-century. The present danger 
is that as industry, under the impulsion of war, 
becomes more and more a State affair, a widening 
range of the accountancy functions may come into 
the hands of officials. We do not wish to be in any 
sense alarmist over this matter; we wish only to 
point out that the professional accountant should 
be aware of the danger. If it were not for a recent 
development in a contrary direction in one of the 
most important of the Government departments, 
the Ministry of Supply, we would be inclined to 
stress the danger rather more than now seems 
justified. 


Accountants and the Ministry of Supply 
The welcome development to which we refer is 
the adoption by the Ministry of Supply of a policy 
involving the appointment of professional account- 
ants for accountancy work connected with the 
commodity controls set up under the Ministry. 
It appears that this policy has been adopted 
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deliberately in preference to the alternative which 
would mean the appointment not of independent 
accountants but of Government officials. Another 
satisfactory feature of the matter is that the Ministry 
have sought the co-operation of the accountancy 
profession regarding the appointments which are 
to be made. An Accountants’ Advisory Selection 
Panel has been set up by the Minister of Supply, 
with the function of advising him from time to 
time on the selection of suitable firms to 
undertake work on his behalf. 
involve the examination of accounts connected 
with the various commodity controls, and possibly 
other work of a similar nature. Included on this 
Panel, of which Sir Nicholas Waterhouse is the Chair- 
man, are Mr. Percy Toothill, the President of the 
Society of Incorporated Accountants, and_ Sir 
Thomas Keens, a past President of the Society. 
The other members are Sir Herbert Smith (who, 
with Sir Nicholas Waterhouse, is a member of the 
Council of the Institute of Chartered Accountants 
in England and Wales), Professor William Annan 
and Mr. Matthew Mitchell, who are Scottish Chartered 
Accountants, and Mr. T. A. Gillespie and 
Mr. A. Parkes, of the Association of Certified and 
Corporate Accountants. It should perhaps be 
emphasised that the number of- appointments upon 
which this Panel will be required to advise in the 
near future will presumably be small, but its appoint- 
ment is a noteworthy step on the part of the new 
Ministry of Supply, and it is to be hoped that the 
example will be followed. We have on many 
occasions stressed in these columns that a fuller 


measure of co-operation between the Government ° 


and the professional accountancy bodies is desirable 
in present conditions and that if the Government 
issues the call the bodies will respond. 


An Income Tax Anomaly 

Last month our regular feature “ Recent Tax 
Cases ’’ included a report on a very interesting case, 
Commissioners of Inland Revenue v. Cull, which, as 
was there pointed out, has important implications for 
the small shareholder and the sur-tax payer—to the 
detriment of the former and the benefit of the latter. 
The House of Lords, reversing the judgments of the 
Lower Courts, laid it down that when a dividend is 
paid ‘‘ without deduction of tax ’’ the sum received 
by a shareholder has not to be grossed for purposes 
of sur-tax (and, it follows, for purposes of income tax 
also). The consequence of this decision is that if a 
company declares a dividend ‘‘ without deduction of 
tax’ instead of “‘ free of tax’ or “ less tax,’’ even 
if in each case the shareholder receives exactly the 
same amount, he will, if he is a sur-tax payer, return 
less income for sur-tax purposes and, if he is below the 
income tax level, he will lose a rebate of tax from the 
Inland Revenue. Thus, a dividend of 5 per cent. 


“without deduction of tax” is exactly the same, so 


This work would . 
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far as the amount distributed by the company and 
the amount received by the shareholder are concerned, 
as a dividend of 5 per cent. “ free of tax,” or 8 per 
cent. “‘ less tax’ (tax being at the rate of 7s. 6d. in 
the £). So far as the effect on the shareholder is 
concerned, however, the “‘ without deduction of tax ”’ 
declaration may be very different. Since the amount 
received in respect of the dividend of 5 per cent. 
“without deduction of tax”’ (say £500) would not have 
to be grossed, sur-tax would be payable only on £500. 
If the dividend had been 5 per cent. “ free of tax,” 
or 8 per cent. “less tax,” the £500 received would 
have to be grossed to £800 and sur-tax would be 
payable on this amount. The small shareholder, on 
the other hand, who receives a dividend of, say, 
£50 under each of the three methods of distribution, 
would not be able, if the dividend were paid “‘ without 
deduction of tax,”’ to gross his receipts, making them 
£80 for income tax purposes, and would not receive 
a further £30 from the Inland Revenue. He could, 
however, receive this £30 if the dividend had been 
“ free of tax ’’’ or “ less tax ”’ since the receipts could 
be returned at their gross figure. It may be argued 
by some that companies do not in fact declare their 
dividends “‘ without deduction of tax,’”’ but not only 
was the Cull case one where this was done by a 
private company, but in the last few weeks an 
important public company has done the same thing. 
A departure from the usual practice of “ tax free” 
or “less tax’ dividends to “‘ without deduction of 
tax ”’ dividends may create serious division of interest 
between different classes of shareholders. Fortunately, 
however, the anomaly may not be long in evidence, 
for the Treasury have the situation under review, 


and the next Finance Bill may contain amending | 


legislation. 


Regulating War Expenditure 

The Committee on National Expenditure, to which 
we referred in a Professional Note in the last issue 
of ACCOUNTANCY, has now been formed. As we 
anticipated, only members of the House of Commons 
are included on the Committee, since it is a Select 
Committee of the House, and it is perhaps un- 
fortunate that some variation in the legal constitution 
of the body was not made to allow business men and 
accountants, not being members of the Commons, 
to serve upon it. Nevertheless, the names of the 
members show that the Committee is a strong one. 
They include Sir Adam Maitland, M.P., a Fellow of 
the Society of Incorporated Accountants, and 4 
number of other Members of Parliament who are 
well-known to those in the accountancy profession, 
for example, Mr. M. R. Hely-Hutchinson, Sir Herbert 
Williams, Sir Percy Harris, and Sir George Schuster. 
It is to be hoped that the Committee will exercise 
the power, which it presumably has, of calling upon 
those who are in direct touch with industry and 
commerce for assistance in its important work of 
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effecting economies in the spending of public money. 
The Committee has split into six sub-committees, 
each of which will keep under review the expenditure 
of one or more of the departments. The sub-com- 
mittees will then report back to the main com- 
mittee which will itself make frequent reports to the 
House of Commons. The work of the Committee will 
probably outlast the war. 


Preventing Profiteering 

The provisions of the Prices of Goods Act, which is 
intended to prevent profiteering, were explained in 
the November issue of ACCOUNTANCY (see page 27). 
The Act lays it down that goods prescribed by the 
Board of Trade shall be regulated in price, which 
means, in effect, that such goods shall not be sold at 
prices in excess of the pre-war figures, unless the 
excess can reasonably be ascribed to costs falling 
within a number of categories set out in the Schedule 
tothe Act. These categories of costs were reproduced 
in our November issue. As from to-day, a number of 
goods become “ price-regulated ” by an Order of the 
Board of Trade. The range of goods which are thus 
price-regulated is a wide one, comprising for the most 
part numerous items of clothing and household goods ; 
in most cases such goods are only price-regulated if 
they were sold for less than a specified figure on 
August 21, the aim being to prevent profiteering 
mainly in the cheaper classes of goods. The machinery 
of this new law will be that the individual consumer, 
if he thinks he has evidence of profiteering on a sale 
of a price-regulated good, may report it to a local 
Price Regulation Committee, of which there will be 
16 in the United Kingdom and one in Northern Ire- 
land. The local Committee will investigate the case, 
and, if it reaches the conclusion that the retailer or 
wholesaler has contravened the Act and Order by 
selling the commodity in question at more than the 
permissible price, will report to the Central Price 
Regulation Committee. This Committee will then 
go into the matter, and, if it supports the conclusion 
of the local Committee, will request the Board of 
Trade to prosecute. Severe penalties can be imposed 
under the Act for contravention of its provisions. 


Defence Bonds Held by Trustees 

The original announcement that no more than 
£1,000 worth of the new Defence Bonds could be 
purchased by any one person created doubts as to 
the position of trustees and nominee companies 
who might already hold bonds up to the limit but 
might wish to invest in the bonds on behalf of 
beneficiaries of their trusts. A ruling has now been 
given that more than the maximum amount of 
bonds may be purchased by a person, provided 
any excess over the limit of £1,000 is held by him 
im trust for another person, e.g., as trustee or 
nominee. If an application is made to purchase 
bonds on behalf of another person the beneficiary 
for whom the bonds are to be held must be specified 
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on the form of application. The total beneficial 
interest of any person in Defence Bonds must not 
exceed £1,000, whether the bonds are held by himself 
or jointly with any other person, irrespective of 
whether they are registered in his name or not. 
It is expressly stated, however, that if an excess 
over the maximum of £1,000 is obtained by way 
of inheritance from a deceased holder the excess 
may be held. Similarly, in answer to a recent 
question in Parliament, it was expressly stated 
that a person inheriting Savings Certificates which 
would cause him to hold more than the limit of 
500 certificates may retain the excess. 


Journeys of Accountants Abroad 

An Order in Council provides that nobody shall 
take documents out of the United Kingdom (except 
to countries in the British Empire or to France and 
the French dependencies or to North or South 
America) unless with a permit. ‘‘ Documents ”’ 
must be understood in the widest sense for, in the 
words of the Order, anything ”’ recording information 
by words, signs or othérwise ”’ is comprised in the 
prohibition. Thus an accountant needing to travel 
on business to any of the countries concerned— 
in the most usual case this would mean any of the 
European countries except France—would need a 
permit before he could take with him books of account, 
correspondence, working papers or memoranda. 
Permits are obtained from the Deputy Chief Censor 
(Permits), who requires evidence of an applicant’s 
bona fides. Incorporated Acccountants who may 
require to make an application to the Deputy Chief 
Censor are advised to communicate first with the 
Society. 


Candidates for the Society’s Examinations 

The decline in the numbers of candidates taking 
the examinations of the Society of Incorporated 
Accountants in December, 1939, compared with 
Novermber, 1938, was much less than might have been 
anticipated, the figures for the two examinations being 
553 and 713 respectively. As calling-up for military 
service proceeds the number of candidates may be 
expected to show a more pronounced decline, since a 
substantial proportion of candidates are in the age 
groups liable for service. The procedure whereby an 
application may be made for deferment of the com- 
mencement of military service on grounds of “ ex- 
ceptional hardship’’ may not be generally known 
among candidates, and those interested are invited 
to apply to the Society for information on the subject. 
It should be emphasised, however, that it is not 
known how applications for deferment will be re- 
ceived by the Hardship Committees which will be 
considering them, but it is believed that test cases 
will be heard by the Umpire in the near future, and 
his decision will be applicable to examination candi- 
dates whose circumstances are similar to those of 
the test cases. 
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Auditing in War-time 


By W. J. BACK, Incorporated Accountant 


War affects auditing chiefly by the depletion of 
auditing staffs. The semi-seniors, junior members of 
the staff who have had several years’ training and are, 
therefore, beginning to be really useful for the 
detailed work of checking postings and vouchers, are 
already vanishing from our offices and this process 


will inevitably become more pronounced with each - 


month of war ; senior members of the staff will have 
all the work they have been accustomed to do and 
will have added to it many tasks they have usually 
delegated to their juniors. These semi-senior 
assistants cannot be replaced; their work cannot 
be regarded as merely mechanical, so that neither 
machines nor boys fresh from school can take it 
over without great risk. The supply of trained 
female staff is small and probably most accountants 
of experience would doubt the advisability of their 
inclusion in audit staff to any great extent, even if 
available. 

The position and responsibility of the auditor 
remains unchanged by the fact of war. The 
Companies Act (or the Acts governing Municipal 
Corporations, Building Societies, Friendly Societies, 
etc.) together with the decided cases, and the law 
of negligence, stand as they did. Those audits which 
are taken under contract are naturally subject to 
variations in their terms, but most auditors will 
hesitate to suggest much variation. In these circum- 
stances what is the auditor to do ? 

A beginning should be made by a review of each 
audit programme and an enquiry as to whether any 
part of it can be regarded as being in the nature of 
“frills and trimmings,” adding something to its 
value in normal times but not vital. The tra- 
ditional distinction between accounting and auditing 
should be remembered and clients pressed tactfully 
to undertake the accounting tasks, possibly in part 
under the supervision of the auditors, so that the 
auditor may be relieved of all that is extraneous to his 
functions. It may be found that items coming under 
this head, whilst not large in any individual case, 
yet in total add appreciably to the work usually 
undertaken by the auditor. 

The main purpose of an audit is to protect the 
client’s interest; most accountants of experience 
will agree with Mr. G. O. May when he says : 

“Investors and lenders need protection against 
deliberate dishonesty less than protection 
against unsound practice and undue optimism,” 

and this is probably as true of individual traders and 
partners as of investors and lenders. Nevertheless, 
the auditor must not lose sight of the possibility of 
fraud. It is desirable to consider separately the cases 
of (a) concerns of some size, in which there is a com- 


petent book-keeping staff; and (6) the smaller 
concerns, in which this is not the case. 

(a) With regard to the first of these, there are two 
methods of approach, either of which the auditor 
may adopt. He may: 

(1) Begin where the book-keeper began and follow 
him through the processes of his work—checking 
vouchers and postings—and work upwards to the 
impersonal accounts, finally agreeing the trial 
balance. This is the older method, dating from the 
time when it was necessary for the auditor to com- 
plete postings and himself balance the books because 
of lack of knowledge on the part of clients’ staff; 
or he may: 

(2) Begin with accounts drafted on behalf of the 
directors (or make the preparation of accounts from 
the trial balance his first step). The Companies Act 
defines the auditor’s duty as that of reporting on the 
“ view ” of the company’s affairs, which is presented 
by the balance sheet laid before the company in 
general meeting, and there is much to be said for 
giving consideration to this general view before 
proceeding to the detail. The auditor would then 
compare the draft accounts with a tabulation of the 
figures shown in a series of previous annual accounts, 
noting the “run” of the figures set against each 
item, the ratio of gross profit or, in a manufacturing 
concern, the ratio of wages to materials, and the like. 
He will note the changes which call for special 
enquiry. 

Next, the present balance sheet would be examined 
item by item, changes in the fixed assets and lia- 
bilities being examined and vouched, trade debtors 
and creditors being verified by an examination of 
total accounts, which would be checked throughout. 
He would note the ratio of debtors to sales—average 
credit taken, etc. If this examination gives satis- 
factory results, it may be felt that a selective test of 
postings and additions in the personal ledgers can be 
made by junior staff, the senior subsequently going 
through the personal ledgers and checking: the list 
of balances (which agrees with the balance in the 
total accounts) making, at the same time, a scrutiny 
of each account and giving consideration to the 
‘“‘ make-up ”’ of each balance outstanding at the end, 
together with the question of any necessary reserves 
for doubtful debts. 

The bank balance will be verified, the cash book 
reconciled with the passbook and the bank certifi- 
cate obtained. The detailed checking of postings 
from the cash book to the personal ledgers may also 
be entrusted to juniors and done in selection only. 
Additions will be checked by juniors, probably 
throughout, but it may be sufficient to glance at the 
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shillings column and check pounds only. Then a 
general scrutiny of the whole book will be made by 
the senior. 

The auditor is not a_ stock-taker, but he will 
enquire into the system of enumeration of stock and 
will see that the sheets are duly authenticated and 
that the aggregate totals are certified by responsible 
officials. He will satisfy himself that the valuations 
have been made on recognised and approved prin- 
ciples and the bases are not changed from year to 
year without disclosure. He will examine as may 
seem necessary additions and calculations, but if 
these have been made and checked independently, 
he will not need to spend much time in checking. 

Changes in investments and documents of title to 
investments will be examined as necessary. 

In most cases the auditor will then have cleared 
the balance sheet except for profit and loss account 
and the detailed trading transactions. 

The duty of continuous day to day verification of 
cash and trading transactions rests upon the directors 
(or the management) and should normally be pro- 
vided in the administrative system by way of internal 
check. The auditor will make a review of the system, 
giving particular attention to any changes therein 
since his last audit. In this connection, it should 
always be seen that the “ permanent notes ” carried 
forward from audit to audit give complete information 
and are kept up-to-date. The auditor will test the 
work of the staff to whatever extent he considers 
necessary, and satisfy himself that all transactions 
duly enter into the books of account, that no ex- 
penditures can be made without due authority, and 
that the possibility of collusion in fraud is reduced 
to a minimum. Having satisfied himself that the 
system is one of which he can approve, he will also 
satisfy himself, by test, that it is functioning. 

The cash book will be checked with (a) the pass- 
book ; (b) the bank paying-in book ; (c) duplicate 
or counterfoil receipts ; (d) vouchers for payments 
made; in such selection as the auditor considers 
desirable. In appropriate cases these selections may 
not need to be very large but the examination should 
be thorough and systematic. 

The record of the transactions will have been traced 
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in the aggregate into the personal ledger total 
accounts and should be checked selectively into the 
individual personal accounts. The postings into the 
impersonal ledger will now be checked throughout by 
junior staff, whilst the senior gives attention to the 
vouching, examining in selection receiving records 
with inwards purchase invoices, and vouching those 
invoices into the purchase books, or their equivalents, 
clearing some short periods and dealing in a random 
way with the whole period, giving similar treatment 
to dispatch records and sales invoices. Expense 
accounts he will probably vouch throughout. Journal 
transfers and adjustments the senior will examine 
throughout. The senior will scrutinise the impersonal 
ledger throughout, whilst checking the balances to 
the trial balance. 

In cases where the accounting has been mechanised, 
still further economy of time is made possible (inter 
alia) by the fact that more than one record may be 
made by the same machine operation. 

It will be found that in a large audit considerable 
economy of time is made possible by the adoption of 
this method. The whole of the records are brought 
under review and all the work done has direct 
relation to the balance sheet on which the auditor 
will primarily report, whilst the ability to protect the 
client’s interests is not less than where the auditor 
begins with an exhaustive examination of the detail. 

(6) With regard to the smaller concerns, where 
records may be incomplete or where the client’s 
staff available is not very competent, the cir- 
cumstances vary so greatly that but little guidance 
can be given. Often the proprietor will be able 
himself to supervise detail sufficiently to ensure 
that he is not defrauded, but the auditor will remember 
that his accounts may be used in relation to third 
parties as, e.g., the Inland Revenue, and it may 
often be that his chief difficulty will be to satisfy 
himself that all transactions have entered into the 
records from which the accounts are prepared. The 
smallness of the staff may result in there being 
nothing which can fairly be described as an internal 
check. It will usually be found that very little can 
be done in these cases to reduce the work without 
grave risk being taken. 


Excess Profits Tax 


In response tv a number of enquiries, brief explanations of certain points of practice which have 


arisen in connection with the Excess Profits Tax are given below. 


We invile our readers to write to us 


on further points of interest, and we will endeavour to deal with them in subsequent issues of ACCOUNTANCY. 


CONTROLLING INTEREST 
Readers should refer to the note in ACCOUNTANCY, 
at page 208 of the March, 1939, issue. The question 
is whether or not the directors between them can, 
as a result of the exercise of powers given by the 
Articles of Association, over-ride all the other share- 
holders, and in cases of disagreement with the 


Inspector of Taxes, this will be a fact for the decision 
of the Commissioners on appeal. Unless there are 
exceptional circumstances, the control of the company 
is exercised by a majority of votes at a general 
meeting. The judgments of the members of the 
Court of Appeal in Himley Estates & Humble Invest- 
ments v. Commissioners of Inland Revenue (1932, 
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17 Tax Cases, 367) can be studied with advantage. 
The case has been propounded of a company with 
an issued capital of 1,500 ordinary and 4,500 prefer- 
ence shares, all of {1 each, fully paid. Two directors 
hold the ordinary shares ; “‘ outsiders ’’ hold all the 
preference shares, the holders having no right to vote 
unless dividends are in arrear. In such a case, the 
directors control the company so long as the preference 
shareholders have not acquired the right to vote. 
Each accounting period must stand alone in this 
respect. The company would cease to be controlled 
by the directors immediately the preference share- 
holders became entitled to vote. 

In this connection there is no provision that a 
husband and wife are to be regarded as one, and any 
attempt to hold that a husband can control his wife's 
votes at a general meeting should be strongly resisted, 
having regard to the different status of married women 
to-day. 

The Act does not indicate whether control must 
extend throughout the accounting period, or must 
exist at the end of it. The second interpretation seems 
reasonable, as alterations in the directors’ remunera- 
tion, in the absence of enforceable agreements, could 
be made by those in control at the end of the period. 


It may help some of our enquirers to visualise the 
principles underlying the restrictions on directors’ 
fees. These appear to be simple. If a company is 
controlled by shareholders other than directors, self- 
interest will dictate that they do not vote to directors 
excessive remuneration. Certainly they would hardly 
vote such remuneration with the object of avoiding 
E.P.T. (even 60 per cent.) on the increase, as this 
would decrease their own dividends in respect of their 
share of the balance. Where the directors are in con- 
trol, self-interest would dictate increasing the re- 
muneration, if thereby E.P.T. could be avoided, the 
direct benefit being obvious. 


MINIMUM STANDARD 

A point is raised on the question of minimum 
standard and directors’ remuneration. If the directors 
do not control the company, there is no limitation 
imposed by the Act on directors’ remuneration, for 
underlying reasons explained above. If, however, the 
directors control the company, no directors’ remunera- 
tion will be allowed where the minimum standard is 
selected (Rule 10 (2) of the Seventh Schedule, Part 1). 
It should be noted that the minimum standard can be 
selected in relation to any chargeable accounting 
period, otherwise the profits of the standard period or 
percentage of capital standard will apply (according 
to the date of commencement of the business). There 
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appears to be no doubt that the taxpayer can “ chop 
and change ’”’ from one standard to the other. The 
profits of the standard period may be so small that it 
is beneficial to elect to take the minimum standard for 
some years, then to revert to the profits of a standard 
period in any year in which the addition thereto of 
the statutory percentage of the increase in assets 
brings the standard profits above the minimum. 


Illustration 

In the standard period of a director-controlled 
company of three working proprietors, the profits 
were £200, average capital employed £10,000. For 
the accounting periods ended March 31, 1940, 1941 
and 1942, the average capital employed was £18,000, 
£35,000 and £27,000 respectively. The standard 
profits would therefore be as follows : 


Year to March 31 1940) 1941 1942 

£ £ £ 

Profits of standard period 200 200 200) 
Add 10 per cent. on increase 

of capital employed 800 2,500 1,700 

Total standard profits £1,000 £2,700 £1,900 


Since the minimum standard gives standard profits 
of 3x £750—£2,250, it would be beneficial to elect 
to take that standard for the first and third years, 
but to revert to the profits of the standard period in 
the second year. 


A further point on which Section 13 (2) appears to 
have been misread is the amount of the minimum. 
In no case can this be Jess than £1,000. Some readers 
appear to have the impression that if there is only one 
working proprietor, only £750 will be allowed. This 
isnot so. The Act says that “‘ The minimum amount 

. is one thousand pounds or... such greater 
sum, not exceeding three thousand pounds, as is 
arrived at by allowing seven hundred and fifty pounds 
for each working proprietor. . . .” 


ALLOWANCE FOR EXCEPTIONAL OBSOLESCENCE 

The practical working of the allowance given by 
Rule 3 cannot yet be determined. It will take some 
time for the practice to settle down, as a result of a 
review by the Commissioners of a large number of 
cases. At this early date, very little guidance can be 
given. It is thought, however, that having regard 
to the depreciation allowance already given by the 
Finance Act, 1937, in respect of factories, the interim 
additional allowance is likely to be small. In the 
case of plant and machinery, specially installed for 
war-work, and possibly running day and night, it is 
not unlikely that the full interim 10 per cent. will be 
allowed. As soon as we are in a position to do so, 
we will give our readers any information at our dis- 
posal. In the meantime the following illustration 
may assist. 
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941) 
hop Years to March 31. 1940 1941 1942 1943 
The £ £ £ £ Z £ £ 
sh Ieficiency ‘on a (*) 9,296 (17) 9,296 (4) 9,296 (5) 6,972 
{ Deduct Wear and Tear Allowances ... ann 6,161 5,699 5,272 3,658 

or ee a as aha 
ard | 3,135 3,597 4,024 3,314 
» of Less Provisional Allowance of 10°, on net 
sets Mia: «x a 2 6,000 6,000 6,000 
i Less Wear and Tear Allowances _... ae 6,161 nil 5,699 301 §,272 728 
£3,135 £3,296 43,296 £3,314 
1 (Life of plant, 5 years 11 months.) 
ed nem . oe ———<—_— — —_——— = 
fits ; 
For Illustration per annum for the three years to March 31, 1942 (see note 
041 | A company acquired on February 1, 1937, special plant (4) below). 
104 for manufacturing certain munitions, at a cost of £80,000. Rule 3 gives relief in respect of cach accounting period 
), Wear and tear was allowed at 7} per cent. The company of such proportion of the deficiency asis properly attribut- 
ard made up its accounts annually to March 31. A grant of able to that period. Presumably, this will mean 

420,000 was received from the War Office towards the apportionment, in normal circumstances at least, on a 
94? cost. On December 31, 1942, the plant became obsolete, “time ’’ basis, with the result shown in the table at % 

f owing to changes in the requirements of the Government, the head of this page. 
20 and it was sold for £5,000. Interim allowances were Notes 

zranted at 10 per cent. under Rule 3. a (1) The allowance for wear and tear is calculated on 
700) We: meet a the full cost price of the plant, ignoring the grant 
as names see Tear (Corporation of Birmingham v. Barnes (1935) A.C. 292). 
900) Cost. Feb. 1 f = ae ais ee (2) In view of the adjustment for exceptional deprecia- 
_ 1937 — 80.000 . . tion being made in 1942-43, no interim allowance would 
fits . sa arise in that year. 

Wear and Tear 7 : 
lect allowance (3) Although the allowance is for a deficiency ascrib- 
irs, 1937-38 (1.T.) 6,000 10°, 600 6,600 able to the war, it is thought that relief for the deficiency 
| in Pace. will have to be apportioned over the life of the plant, 

74,000 including pre-E.P.T. periods, unless it can be clearly 
" : 1938-39 (I.T.) 5,550 20° LALO 6,660 established that the exceptional obsolescence did, in 
_ fact, arise only in E.P.T. periods. 
_ 68,450 (4) Although it may not be free from doubt it is 
lers 1939-40 thought that the interim allowance must be reduced by 
one (E.P.T.) 5,134 1,027 6,161 the wear and tear allowance. As it happens, the above 
his | eee computation shows the absurdity of any other interpreta- 
unt 63,316 tion. 
ater 1940-41 
ts (E.P.T.) 4,749 950) 5,699 
nds 58,567 
1941-42 RECENT LEGAL CASES 
} (E.P.T.) 4,393 879 5,272 
i 54.174 The following recent legal cases are dealt 
ame with in this issue :— 

ei 1942-43 ae 
me 
ee (9 months to CASE PAGE 

ee 31/12/42) , 5. 

ol (E.P.T.) 3,048 610 3,658 CUR. v. Cull ane Ke ‘sa 

be waste Marbob, Lid. v. CU.R. — ... _ —— 
ard 5 £51,126 (34,050 C.U.R. v. Marbob, Ltd. _ re on ae 
the ‘ —---- C.1.R. v. Glenaros, Ltd. ... ie oo = 
rim me — oe oe oe angi United Steel Companies v. Cullington (No.2) 91 
the eee tie = C.1.R. v. Dean Property Company v» 92 
7 60.000 Stevens v. Tirard ... is “hs -. 2 

1S , 

be Less Proceeds of sale ... os 5,000 A.v. B aa cate sas a 
a —_— Re a Debtor, ex parte Dunn Trust, Ltd. ... 95 
ie. Deficiency... we £55,000 Delgoffe v. Fader 95 
ion Interim allowances, 10 per cent. of net cost, or £6,000 
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War and the Local Rates 


By A CORRESPONDENT 


‘ Evacuation has undermined the basis of the rating 
system in many areas such as the now derelict boarding- 
house belt of Bloomsbury and Bayswater.” 

“PEP” Broadsheet. 

Local authorities depend upon a single tax —the 
local rate. There is therefore an inflexibility in 
their taxing arrangements which has been accentu- 
ated in recent years by the partial de-rating of 
industrial premises. From the outset local authori- 
ties regarded as dangerous a reform which narrowed 
the basis of local rating still further and threw a 
greater proportion of the burden of future increases 
of expenditure on to the shoulders of the occupiers 
of domestic and commercial premises. 

The events of recent weeks have brought home to 
a wide public that rates are the life-blood of the 
local authority, and have given point to criticisms 
of the de-rating scheme. There has been a large- 
scale exodus of population, not only from the official 
evacuation areas, but from neutral areas. Nor has 
the move been confined to private persons, for many 
firms have also evacuated. The potential reper- 
cussions on the rates are all too evident. Rental 
values have declined in many cases, and if the fall 
is maintained a decrease in rateable values must 
follow. An increasing number of properties in the 
evacuation areas are wholly or partly vacated. A 
shock has thus been delivered to the rating system 
which is additional to the upheaval in local govern- 
ment finance brought about by the war in general, 
and by evacuation and civil defence in particular. 
The plight of the East Coast resorts is perhaps worst 
of all, but all ‘“ vulnerable ’’ and most other areas 
are affected to a greater or lesser degree. 

There is a valuation problem and a rating problem, 
and while the two are inter-connected, they should 
not be confused. When rental values fall rateable 
values must also fall. In many areas there will be a 
general decline. Apart from this general tendency a 
decline in the rateable values of certain properties 
such as sports grounds, advertising stations, garages, 
is inevitable. As this article is concerned mainly 
with the rating aspect of the matter it is not proposed 
to go further into these points except to remark that 
the fact that rateable values follow rental values 
does of itself give in many cases a measure of relief to 
the individual ratepayer. In some instances it may 
be possible for assessments to be divided, e.g., where 
small portions only of a large hereditament are 
occupied. Generally speaking it is open to a rate- 
payer in the provinces to make a “ proposal ”’ for 
reduction of an assessment at any time. At the 
same time rating authorities should not be stampeded 
into unwarranted reductions of assessments: the 


value they must look to under the statutes is the value 
‘from year to year.’’ Moreover, any appreciable 
reduction of the rateable value of any area will, 
other things being equal, merely result in an increase 
in the rate poundage. 

Above all, rating authorities should resist the 
temptation to give relief by way of reduction of 
assessment which should be granted through the 
medium of the excusal powers discussed below. 
Otherwise the relief may outlast the circumstances 
which supported the reduction. 

The first problem to be considered on the rating 
side arises directly from the evacuation of occupiers. 
Where premises are evacuated and left furnished 
there is no dispute as to the liability for rates ; the 
rates must be paid, unpalatable though this may be 
to the evacuated householder. Unfurnished houses 
are, however, more difficult. If they are genuinely 
“to let,’’ then there is no liability to rates. If, 
however, they are merely kept physically unoccupied 
pending the owner’s return at some unspecified 
date, complicated questions arise. The whole ques- 
tion of beneficial occupation must be examined. 
Decided cases show that occupation may be inferred 
from the owner’s intention. In the case of Rex v. 
Mellawdew, a warehouse which was kept empty, but 
which the owners were ready at any time to use for 
storage had sufficient goods been forthcoming, was 
held to be rateable as the premises were available 
for business. In the case of Gage v. Wren a boarding- 
house was held to be rateable for the whole of the 
year, notwithstanding the fact that the tenant with- 
drew the furniture at the end of the season with the 
exception of a few fixtures and fittings. The court 
took the view that from the nature of the business 
it could be fairly inferred that there was beneficial 
occupation throughout the whole year. (In addition, 
in this case some chattels were left behind.) A 
“stand by” factory has also been held to be rate- 
able. This was in Borwick v. Southwark B.C., where 
the “stand by”’ factory was to be used in case of 
emergency such as a fire. 

It will be seen that none of these cases exactly 
fits the present situation ; nor do the other relevant 
cases. Possibly the matter may be ventilated in 
the courts. 

Rating authorities are faced with other rate 
collection problems. The task of collection will be 
complicated by the Courts (Emergency Powers) Act, 
but local authorities have become accustomed to 
making enquiries into means to satisfy the require- 
ments of the Money Payments (Justices’ Procedure) 
Act, 1935, so the change in procedure will be less 
drastic than might be expected. There is also the 
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difficulty of establishing contact with the ratepayer. 
He may be away on military duties and the family 
may or may not be evacuated, or the ratepayer 
may be evacuated. Then again many ratepayers 
will suffer financial embarrassment. The _ pro- 
fessional and business earnings of some will decline, 
others will have only service pay and allowances, 
while a third class, though in receipt of the same 
income, will have difficulty in meeting liabilities 
because of extra expenditure through evacuation 
and the maintenance of two homes. 


Naturally these problems have been discussed in 
local government circles: by associations of local 
authorities, by at least one group of cities and by 
the various professional bodies. Correspondence 
has passed with the Ministry of Health. At first 
there was a disposition to advocate alterations in 
the law. More recent opinions have been against 
legislative changes and it is understood that no 
changes are to be recommended for the present. 
The suggestion that rating authorities should be 
empowered to grant “hardship” relief in respect 
of premises which the occupier cannot use for normal 
purposes has not found general acceptance among 
local authorities. It has been pointed out that 
adequate machinery exists for alteration of rateable 
value when justified by fact, whilst there are safe- 
guards in rating law against harsh operation of the 
collection machinery. All ratepayers are protected 
by the Money Payments (Justices’ Procedure) Act 
and by the Courts (Emergency Powers) Act which 
yives special protection to those who are unable to 
pay by reason of circumstances directly or indirectly 
attributable to the war. 


Further, rating authorities have power to excuse 
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rates on the grounds of poverty. This power is in 
addition to that possessed by the Justices. Nor- 
mally, real cases of poverty do not reach the court. 
It must also be remembered that machinery exists 
for granting additional allowance in appropriate 
circumstances to enable men serving in the Forces 
to meet standing liabilities, applications being dealt 
with by the Unemployment Assistance Board. 
That the Government too is opposed to legislative 
change is seen from the following question and reply 
given in the House of Commons on October 2, 1939 :— 

Mr. Whiteley asked the Minister of Health whether 
he will consider introducing legislation to permit some 
relaxation of rates of houses containing furniture in 
cases where young men have been called up and their 
wives have gone to live with parents ? 

The Parliamentary Secretary to the Ministry of Health 
(Miss Horsburgh) : Existing statutory provisions enable 
reduction or remission of rates to be made where the 
financial circumstances of the person liable make this 
necessary. The matter is, I think, one which can 
properly be left to the discretion of the responsible 
authorities in individual cases.” 

The duty of the local authority to recover from 
everyone who can pay should be emphasised. How- 
ever whole-heartedly local authorities may tackle 
the question of economy the fact remains that 
though individuals and firms may leave, the standing 
charges remain much the same, and the additional 
expense of civil defence must be borne. Moreover, 
if legislative changes designed to afford relief to the 
absent “‘ occupier ’’ are contemplated in the future 
they should not be made without an examination 
of the whole question of unoccupied premises. The 
services rendered by local authorities to empty 
premises are appreciable and have increased since the 
advent of civil defence. 


Preserving Important Records 


(Contributed) 


Many companies, public bodies and others have 
large numbers of important documentary records 
that could not be reproduced if destroyed by war. 
Even good strong-rooms may not be sufficient pro- 
tection. Moreover, many of the records must be 
vut of the strong-room for use during ordinary 
vffice hours and they are thus exposed to sudden 
risks. If copies of the records are available, even 
if they are, fortunately, never needed for the main 
purpose for which they were made, they will form 
4 valuable aid in the future. In many cases the 
copies can be used and the originals left in the 
strong-room, and it will thus be possible to evade 
the risks of loss and damage that constantly beset 
documents in normal times. 

A scheme that commends itself in these circum- 
stances is one which provides an exact copy of 
the records. Copying by hand or by typewriter 


is out of the question. Quite apart from the time 
and cost involved in effecting the operation, the 


_copying may not be exact. 


Whilst there is considerable choice as to processes, 
two of the methods available for obtaining copies 
may be of special interest to readers ol 
ACCOUNTANCY. These two methods will be explained 
first. They are both photographic and thus give 
exact copies of the originals, obviating the need for 
checking after being made; but they are widely 
different from one another in many respects, as 
will be seen later. The two systems will be alluded 
to here as the roll-film method and the direct-print 
method. 


The Miniature Roll-film System 


Documents to be copied are placed in an apparatus 
that is, in effect, a camera of special design and 
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construction. Documents of any length but not 
exceeding 104 inches in width when fed into the 
apparatus are automatically photographed on a 
strip of miniature roll film of 16 mm. width. If 
two copies are required, two films can be run 
simultaneously for the purpose, side by side. No 
photographic knowledge is necessary for the opera- 
tion of the instrument, and the speed of the copying 
operation is really dependent only on the degree 
of manual dexterity of the operator in feeding the 
papers into the machine. Cheques, or other 
documents of similar size, can be 
at a speed of about 6,000 per hour. The apparatus 
contains several safeguards against errors of the 
operator and waste of film. After the exposures 
have been made on the film the latter is developed 
in the manner of ordinary negatives, though if 
this were attempted without proper appliances 
the process might be found rather troublesome 
by reason of the length of the film. It is cus- 
tomary to send the film to the service depot of 
the suppliers of the apparatus who, incidentally, 
have an all-night development service for the 
benefit of customers. 

A hundred feet of film is sufficient to hold as 
many as 2,200 copies of a document measuring 
10 inches by 10} inches or, in the case of smaller 
documents such as, say, cheques, 6,600 copies. 
Storage space to the extent of as much as 99 per 
cent. of that required for the original documents 
can be saved by copies made by this method. That 
is a very important factor indeed at the present 
time when one may desire to keep the copies of 
one’s valuable documents in a far-away place of 
safety and yet not incur too much expense in the 
housing of the copies and their transport. 


copied 


By way of practical illustration, it can be stated 
that copies of 10,000 documents of a size of, say, 
10 inches by 10 inches take up three cubic inches 
of space. Copies of a vast number of documents 
can be stored away in a few small boxes, and if 
they should be needed on account of the destruction 
of the original records, the film copies can be 
inspected in full size with the aid of a projector 
or paper copies in full size could be made photo- 
graphically by the ordinary enlargement process. 


Where the volume of copying work does not 
justify the purchase of this apparatus it can be 
hired or, perhaps better still, the documents to 
be copied can be sent to the service bureau or 
arrangements made for their operators to attend 
with the machine. The whole of the copying work 
can be done at a modest price. It may be noted 


that the cost, if the service bureau operators make 
the copics on their own premises, amounts, in re- 
spect of the larger documents, to about thirty 
shillings (or less) per thousand copies. 
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The Direct-print Method 

Under the direct-print method copies are obtained 
in the original size by the making of direct contact 
prints by photographic process. The work is very 
simple with the necessary apparatus, which consists 
of a box in which is a sheet of glass. Upon this 
is placed the original document to be copied and a 
piece of sensitised paper. The length of the exposure 
is regulated by means of a time-switch which auto- 
matically cuts off the electric supply at the right 
moment. The exposed paper is then developed in 
the manner of an ordinary photographic print, 
but no darkroom is necessary. When the print is 
dry it is ready for storage. Copies of documents 
by this method may be made at the rate of one 
every two minutes or, perhaps, in slightly less 
time. And any number of copies may be made 
in similar time. Being photographically produced, 
the copies are exact and no checking is needed 
They have reproduced upon them signatures, stamps, 
erasures, corrections, marginal notes, and even 
watermarks. They are permanent and may be 
either in black on white paper or in white on black 
paper. 


Comparison of the Two Photographic 
Methods 

It is not necessary to attempt complete com- 
parison of these two methods of copying. From 
what has been stated most readers will be able 
to decide if either of these methods suits their 
own particular needs. A few points ought, however, 
to be mentioned. 

With regard to the roll-film method, the saving 
in storage space is probably the main feature in 
present circumstances, though if storage space Is 
plentiful and cheap some may prefer the alternative 
type of copy. The cost of this method, provided 
it does not later become necessary to have full-size 
copies made from the films, is probably lower 
Another feature is the greater speed at which the 
copies can be made. 

The direct-print method provides full-size copie: 
immediately available, without the time and expense 
of having photographic enlargements made from 
the roll films. But storage space is approximatel; 
the same as that necessary for the origina 
documents. 


Other Systems of Duplicating Records 

Other methods of making true copies of original 
documents are known as hektographic, lithographi 
(typography, planography and intaglio), stencilling 
ribbon-print and carbon processes. Some _ involve 
the making of new originals with special ink ané 
on special printing surfaces. 

The two last named are hardly suitable in th 
circumstances under review, where the copie 
wanted are mainly of original documents alread\ 
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in existence. Ribbon-print copies are obtained 
from the metal plates of addressing machines, from 
printing machines and typewriters. Carbon copies 
are made at the same time as the originals, either 
by typewriting machine or by hand operation. 

The hektographic process requires the making of 
the image with highly concentrated ink so that it 
is possible to remove a very small quantity at a 
time, each providing an impression of the original 
of sufficient density and clarity to be satis- 
factory. Where a considerable number of copies 
of one document are wanted this is a good and 
cheap method. 

Lithographic methods embody typography, plano- 
graphy and intaglio printing. With typography 
the image is in relief as by metal type set up from a 
fount, or by a specially prepared embossed plate, 
the raised surface taking the fluid ink or operating 
through an inked ribbon and giving as many copies 
as desired By planography the image is on the 
same plane as the general surface. A greasy outline 
is drawn on a special printing surface and_ this 
outline readily takes the fatty printing ink while 
the remainder of the surface is covered with water 
and repels the ink. Intaglio is an engraving process, 
the image being cut into the printing block. Though 
typography is much used in the production of 
office records, and planography is also utilised, 
intaglio is not yet employed in this particular sphere. 

In the stencil process, the printing surface consists 
of two layers of material, one being impervious to 
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ink. In the latter is cut (removed) by typing, 
handwriting, drawing, etc., the impressions to be 
reproduced. Copies are then obtained by forcing 
ink through the incisions by means of a rotary 
machine or a hand-operated roller and a suitable bed. 

Appliances are available for the economical 
employment of the foregoing methods (except, 
perhaps, the intaglio process) in the office. 

Determining the Process to Adopt 

When deciding the process to employ, several 
factors have to be considered. These may be set 
out as follows :-— 

(1) The number of copies required ; 

2) the speed of production desired ; 
the appearance and durability of the results ; 


the cost of their preparation ; and 

whether copies have to be made from original 
documents or through the medium of new 
“ originals ’’ or “‘ masters.” 


In addition, it must be considered whether the 
work would best be sent out to be done by a 
specialist firm or whether the copies should be 
made by the company or concern requiring them. 
The answer to this question largely depends upon 
the number of documents to be copied; a small 
job would obviously be done more cheaply and 
with less inconvenience by the specialist service 
bureau. 


) 
) 
5) the purpose for which the copies are wanted; 
) 
) 


Red Cross and St. John War Organisation 


The Treasurers of the Funds being raised by the 
Lord Mayor, in response to the appeal of H.R.H. The 
Duke of Gloucester, desire to make it known that if a 
subscriber is willing to enter into a covenant to con- 
tribute a sum of money annually during the war to the 
Red Cross he may deduct income tax and save sur- 
tax on such subscriptions. 

Moreover, the subscriber is under no obligation to 
continue payments under such covenant immediately 
hostilities cease. In the event, therefore, of peace 
being proclaimed within a year of signing the covenant 
there would be no liability to subscribe beyond the 
initial paymeni. 

A form of deed, approved by a leading King’s Counsel 
to give effect to such an arrangement, is available. 

Should, for example, a subscriber desire to con 
tribute, say, £100 per annum to the Red Cross Fund, he 
would enter into a covenant and forward a cheque to 
the trustees for £65, which represents £100 less income 
ax at the standard rate of 7s. in the /. 

The Trustees of the Red Cross Fund would recover 
'rom the Inland Revenue Authorities the £35 deducted 
by the subscriber to cover income tax. The subscriber, 
moreover, would save the whole of his sur-tax on the 
£100 as his total income liable to tax is reduced by 
that amount. 


If the standard rate of income tax next year is 7s. 6d. 
in the ¢ the subscriber would pay /62 10s. instead of £65. 
Other examples are as follows, allowing for tax at 

7s. and at 7s. 6d. in the /1: 
\ctual amount of payment 


Gross amount. allowing for tax at 


7/ 7/6 
4 eee one ose oss £0 13° 0 £0 12 6 
= oa - 3.5 0 3.2 6 
f10 ins _ sn 610 0 6 5 6 
£25 oa ios i 16 5 0 15 12 6 
£50 se ee -_ 32 10 0 31 5 6) 
£100 see jee _ 65 0 0 62 10 «© 
£1,000 bie hi ae 650 0 0 625 0 0 


Bearing in mind the urgent needs of the Red Cross 
and St. John Ambulance Funds and the tax advantages 
to be derived, it is hoped that many will see their way 
to enter into the covenant—which terminates when the 
war ceases—to subscribe annually to these Funds 
The Stamp Duty on the deed will be borne by the Funds. 
Deeds when completed should be forwarded, together 
with cheque for the first annual payment, to The 
Trustees, Red Cross Fund, Mansion House, E.C.4. 
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WANTED—A MINISTER OF 
ECONOMICS 


lin some quarters there is a too complacent attitude 
towards this war. The joint facts that the centres 
of military activity are not where they were expected 
to be and that the tempo of hostilities has been 
much slacker than was anticipated have caused far 
too many people to minimise the intensity of effort 
required. This has particular implications in the 
economic field. There is a dangerous unawareness 
of the degree of financial sacrifice in which the war 
will involve the British public. There is a tendency 
for glib talk about the inevitability of a German 
economic breakdown to replace a determined econo- 
mic strategy on our side. 

All the internal economic problems of the war can 
be synthesised in the single proposition that our 
resources should be so multiplied and so utilised that 
our war potential is raised to the highest point of 
efficiency. Surely this proposition is axiomatic. 
But it carries with it corollaries which though they 
appear indisputable are not entirely palatable. In 
the first place, it is quite impossible that the con- 
vulsions of war can leave inessential industries to 
carry on as though affairs were normal. The luxury 
trades must very largely disappear. And other lines 
of economic activity, whose purpose is to raise the 
standard of consumption of the people, have lost their 
raison d’élre in our present circumstances. In_ the 
second place, we must do more than release resources 
from industries which we. can do without. It is 
also imperative that the industries which we need 
should be working to capacity and that their capacity 
should be continually expanded. There is some- 
thing of truth in the ordinary man’s instinctive 
feeling that creation of unemployment in inessential 
industries is a clownish contribution to the war 
effort. Yet at the same time it would be a monstrous 
error not to free resources in these industries. What 
is needed is machinery whereby the labour and 
capital thus freed would be expeditiously transferred 
to war industries of one kind and another. The 
problem is a major one in economic mobilities. 

Not only, however, must resources be transferred. 
Not only must labour be reconditioned for tasks 
different from those for which it was trained. Not only 
must capital be made to flow out of one industry 
into another. A clear idea must also be formed of 


the points in the economic sphere where the greatest 
need of resources lies. 


Controllers of essential com- 
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modities must have a common understanding of the 
order of importance of given industries—not in the 
usual monetary sense, since production for private 
purposes should no longer be allowed to bid against 
production for the national effort, but in the broadest 
sense. A far-reaching system of priorities, in which 
war industries proper would receive the primary 
places, needs to be devised and imposed on a nation- 
wide scale. Only thus can productive effort be 
applied at the point of maximum return, judged by 
the criterion of war efficiency. 

In the system of priorities envisaged, export 
industries should find a place towards the head of 
the list. One of the most obvious lessons of elemen- 
tary economics is that it would be a wanton waste 
of resources to produce at home what can be obtained 
more cheaply by exchange from abroad. The 
export trade is vital to our disposition over an 
adequate supply of munitions, foodstuffs and raw 
materials. We must remove impediments standing 
in the way of exporters. At the present time, not 
only do they frequently encounter difficulties in 
obtaining the requisite supply of materials but there 
is duplication of official powers of veto or permit, 
unnecessary confusion as regards the departments 
responsible for the different aspects of the export 
trade and unwarranted hesitancy in the Government's 
policy generally. 

It is not at all conclusive to point to the fact that 
exports in the month of November were up to the 
pre-war figures. Part of the increase in the total ot 
exports compared with the extremely low figures for 
the first two months of the war was due to a rise in 
prices—-which is just the most unwelcome factor in 
the situation, since our goods must be cheap if the 
foreigner is to buy them. Part of the increase, 
again, was ascribable to a postponement from the 
first two war months, necessitated by impediment: 
of the types we have mentioned—just the impedi- 
ments, indeed, which demand immediate removal. 

Can any doubt exist that these economic ills. 
varied and far-reaching as they are, may all be 
ultimately traced to the division of purpose, the 
separation of responsibility, the schism of authority 
which flows from the lack of a single Ministry account 
able for economic affairs? The economic problem 
as a whole is one of co-ordinating a large number ol 
different factors, all clamorous for recognition. 
This is not a task which can be divided among 4 
number of Ministries, each of which sees ‘the part 
larger than the whole. A division of powers produces 
not the desired co-ordination but rather its complete 
opposite—trivalries and stresses which distort ou! 
economic front. Despite vacillation on the part ol 
the Government in this matter, they will withou! 
doubt eventually be forced to the conclusion that 4 
Minister of Economics is essential and that he must 
have a place in the War Cabinet. The question is 
how long will it take for this conclusion to be 
reached ? Even if we were at peace, it would be 
surprising that as we enter upon the fourth decade 
of the twentieth century we possess no Ministe 
responsible for economic affairs in general, but 1 
the fifth month of “ totalitarian ” war, it is nothing 
less than ludicrous that this should be so. 
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TAXATION 


Unfortunately, emphasis is once more placed 
upon the taxation liabilities of those who are serving 
in war. So far as income tax is concerned, there are 
to-day no special provisions such as were applicable 
in what our French allies now refer to as “ l'autre,” 
namely Section 42 of the Income Tax Act, 1918, 
which gave reduced rates on service pay, and from 
answers in Parliament, no such reliefs can yet be 
anticipated. Likewise, Sections 51 and 52, in con- 
nection with super-tax (as it was then) do not apply. 

Those serving in H.M. Forces, therefore, are 
liable to income tax in the same way as any civilian, 
where the total income exceeds the exemption limit. 
In the case of an officer, the tax is deducted from 
his pay before the latter is passed to the credit of 
his banking account, a procedure that is often 
criticised on the grounds that the officer thereby 
suffers tax earlier than civilians (other than civil 
servants). A deduction is allowed in respect of 
officers’ uniforms, varying from about £25-{35, 
according to rank. Officers are only assessable on 
the annual value of their official quarters if their 
appointments are for a fixed or practically fixed 
term. If so assessed, the income is deemed to be 
earned income. Tax is not payable on the family 
lodging allowances of officers except in a few special 
cases where the officers hold fixed appointments. 

Allowances from the Ministry of Pensions to widows 
of members of the Forces in respect of their children 
are exempted from income tax. Similar payments 
from Dominion or Colonial Governments are also 
exempted. Pensions to the widows themselves, 
however, are regarded as the income of the recipients, 
as are compassionate allowances by the War Office 
to the child of a deceased officer. Pensions to parents 
for the loss of sons also are liable to tax. “‘Attendant 
allowances ” to disabled officers or men are exempted. 

The question of war gratuities will, no doubt, 
arise in due course (we hope very soon) and exemption 
will no doubt be given similar to that provided by 
Section 17 of the Finance Act, 1919, for gratuities 
paid in connection with service in the Great War. 
Pensions for injury or disablement are exempt. 

The Chancellor of the Exchequer has stated that 
persons resident in Eire and liable to Eireann income 
tax, who join the armed forces of the Crown and 
become resident in the United Kingdom because 
of service, will not be charged to United Kingdom 
income tax on their income if that income would 
not have been taxable had they not become so 
resident. Their service pay out of British funds 
will, of course, be taxed. 

Total exemption from estate duty is given in 
respect of the property of common seamen, marines, 
soldiers or airmen who are slain or die in the service 
of His Majesty, whether on active service or not 
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Taxation and War Service 


(Finance Act, 1894, Section 8 (1); Air Force (Con- 
stitution) Act, 1917; Air Force (Application of 
Enactments) (No. 3) Order, 1918). The term ‘ com- 
mon seamen, marines, soldiers or airmen ’”’ includes 
seamen up to and including the rank of chief petty 
officer, marines up to and including the rank of 
sergeant, and soldiers and airmen up to and including 
the rank of lance-sergeant. The property of the 
deceased is regarded as including property over 
which he exercised by his will a general power of 
appointment, property passing on his death under 
a settlement made by him, gifts iter vivos, and 
policy monies or similar benefits provided by him, 
but not settled property in which he had a life 
interest only under a settlement made by another 
person. The exemption extends so long as _ the 
property can be regarded as his property, that is, 
to all devolutions under the deceased’s disposition 
of his property, for example, it applies on the death 
of a life tenant under his will as well as on his own 
death. 

The exemption does not extend to legacy or suc- 
cession duty, but these duties are not claimed where 
the estate would have been exempted from them if 
estate duty had been paid. Where, therefore, the 
unsettled property does not exceed £1,000, legacy 
and succession duties are not claimed, and duties 
leviable at one per cent. are charged only where the 
exemption limits of £15,000, etc., are exceeded. In 
calculating the £15,000 limit, the property exempted 
from estate duty by the above provisions is not 
taken into account. 

In respect of members of the Forces of higher 
ranks, relief (not total exemption) from death duties 
was given by the Death Duties (Killed in War) 
Act, 1914 (extending the Finance Act, 1900, Section 14, 
introduced during the South African War) in the case 
of persons killed in the Great War; the Finance 
Act, 1924, Section 38 made most of the temporary 
provisions applicable to any war. Under these 
provisions (which apply to all ranks, but owing to 
the complete exemption given to common seamen, 
etc., are effective only for higher ranks), the position 
to-day is as follows : 

(a) Relief from death duties (including legacy or 
succession duty as well as estate duty) applies on the 
death of members of His Majesty’s Forces who are 
subject to the Naval Discipline Act or to military 
law, whether as officers, non-commissioned officers, 
soldiers or airmen who die from wounds inflicted, 
accidents occurring, or disease contracted within three 
years before death while on active service against an 
enemy, or on service which is of a warlike nature, or 
which, in the opinion of the Treasury, involves the 
same risks as active service. Application for the relief, 
setting forth the full facts, must be made to the Treasury. 

(b) Remission of duties can be claimed only on property 
passing to the widow, lineal ancestors or descendants, 
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brothers and sisters and descendants of brothers and 
sisters of the deceased. 

(c) Where the value of the property passing to the 
relatives specified does not exceed £5,000, the relief 
extends to the whole of the death duties thereon. 

(d) If the value is over £5,000, the remission is : 

(i) the duties on the first £5,000 ; and 

(ii) an amount equal to discount on the death duties 

on the excess value at 3 per cent. per annum 
compound interest with half-yearly rests for the 
period of the normal expectation of life of a person 
of the age of the deceased at his death, according 


to the Tables of Mortality of Government Life 


Annuitants, 1912. 

(e) The relief given in respect of the first £5,000 is 
apportionable rateably among the persons who would 
otherwise bear the duties. 

(f) Where quick succession relief would give a greater 
relief than the provisions under review, the quick 
succession relief only will apply ; both reliefs cannot 
apply to the same property, only the more favourable 
one being given. 

(g) The relief applies on the death of a life tenant 
(within the prescribed degrees) under the deceased's will. 

(h) The first £5,000 on which duties are remitted is not 
subject to aggregation. 

Duties are not claimed in respect of medals, orders 
and other honourable decorations, uniforms or 
equipment of members of H.M. Forces killed in war. 

It is provided by the Regimental Debts Act, 1893, 
Section 16, which regulates the collection and disposal 
of the effects of persons dying while subject to 
military law, that no duty is to be payable in respect 
of the “ surplus ” or “ residue ’’ if it does not exceed 
£100 (“surplus "’ means the value of the effects 
less preferential charges, “ residue ’’ means “ surplus ” 
plus arrears of pay and allowances). The Navy and 
Marines (Property of Deceased) Act, 1865, Section 15, 
contains a similar exemption where the “ residue ”’ 
does not exceed £100. 

The provision which applied in the Great War, 
for remission of duties on property passing more than 
once owing to deaths caused by the war, no longer 
applies. Likewise, the provisions whereby the re- 
mission of duties in respect of members of the Forces 
was extended to the case of a master or a member 
of the crew of a ship or fishing boat (Finance Act, 
1917, section 29) do not apply, but a provision on 
this latter point is to be included in the next Finance 
Bill. It has been suggested that the relief ought to 
be extended to cover cases of Civil Defence volunteers 
who lose their lives in the performance of their 
Civil Defence duties, but the Chancellor of the 
Exchequer has stated that such legislation will not 
be introduced. 

Mr. Ronald Staples, a founder, first Chairman and 
first President, has resigned from membership of 
the Institute of Taxation. Mr. Roy E. Borneman, 
Barrister-at-Law, and Mr. Cyril H. Temple, F.S.A.A., 
have resigned from the Council and membership of 
the Institute. Mr. G. B. Burr, F.C.LS., a founder, 


first Secretary and first Vice-President of the Institute, 
has also resigned from the Council. 
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TAXATION NOTES 


Payment of Schedule A Tax by Instalments 
The provisions of Section 16 of the Finance Act, 
1938, will be of more importance this year than they 
were last, in view of the heavy standard rate of 
income tax. It will be remembered that the tenant 
occupier of land, etc., is entitled, under this section, 
to defer payment of the tax due on January 1, in so 
far as the amount deductible by him from the rent 
payable exceeds the next payment of rent. The 
deferred tax is due on or before April 1, and can be 
deducted from the next payment of rent after the 
tax is paid. 
Example, 1939-40. Kent 4400 per annum, payable 
on the usual quarter days, net annual value £330. 
Income tax payable by tenant occupier, 
and deductible from rent, £330 at 7s. £115 10° 0 
Quarter’s rent... ee ses i 100 0 0 
Excess £15 10 0 
The tenant can theretore claim to pay the Schedule A 
tax by two instalments : 
£100 on January 1, 
1940. 
In this example, had the rent been £300, net annua! 
value £330, the position would have been : 


1940, and 415 10s. on April 1, 


Income tax payable £115 10 0 

Income tax recoverable from landlord, 
£300 at 7s. wae = £105 0 0 
Quarter’s rent... _ as .- 100 0 0 
excess 5 0 0 


Tax may be paid in two instalments : 

(£115 10s.—£5) £110 10s. on January 1, 1940, and 
£5 on April 1, 1940. 

In many cases, tenants pay the tax due on Jan- 
uary | in time to deduct it from the Christmas 
quarter’s rent, and the tax due on April | in time to 
deduct it from the Ladyday rent. 


E.P.T.—Directors’ Remuneration 

There appears to be a misapprehension in some 
quarters as to the limitation placed on directors’ 
remuneration for excess profits tax purposes. Refer- 
ence to Rule 10 of the Seventh Schedule, Part |, 
Finance (No. 2) Act, 1939, shows that the limitation 
applies only in the case of a company in which the 
directors have a controlling interest. In other cases 
there is no limitation ; apparently the shareholders 
are expected to exercise sufficient control over the fees. 
It will be recalled that after the passing of the Com- 
panies Act, 1929, many companies made all or a 
majority of their directors, managing directors, in 
order to avoid disclosure of the directors’ remunera- 
tion in the accounts. Since the remuneration of 
managing directors is usually, by the Articles of 
Association, to be fixed by the directors, there is a 
loophole which we shall expect to be closed if use is 
made of it to avoid E.P.T. It should be noted that 
any director who does not control more than 5 per 
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cent. of the ordinary share capital, and is required 
to devote substantially the whole of his time to the 
service of the company in a managerial or technical 


‘ 
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capacity, is still one of the directors for the purposes 
of determining control, although his remuneration is 
allowed in full. 


Recent Tax Cases 


Sur-tax-—Income of Investment Company available for 
distribution—Cheque handed to another company and 
veturned as loan—Whether distribution of income— 
Finance Act, 1922, Section 21, Finance Act, 1937 
Section 14. 

C.I.R. v. Marbob, Lid., CJI.R. v. Glenaros, Ltd. 
(K.B.D., May 15, 1939, Leaflet 1025) were two 
similar cases covered by the one judgment. Marbob, 
Ltd. — Company A — was a company within Section 
20 (1) of the Finance Act, 1936. Of its capital of £100, 
in {1 shares, 98 were held by Company B, registered 
upon the same date. By deed, Company A, whose 
remaining two shares were owned by X, issued to 
him debentures in consideration of an annuity of 
£12,000. 

Upon April 3, 1937, Company A received a second 
payment of the annuity from X, and upon April 5 it 
declared a dividend and issued cheques to Company B 
and to X for £16,268 and £332 respectively. Still upon 
the same day, Company B made a loan to Company A 
equal to the dividend. The dividend cheque was 
therefore endorsed and handed back. Upon the 
following day, Company A redeemed some of X's 
debentures at a cost of £9,020. 

The Special Commissioners discharged a direc- 
tion under Section 14, Finance Act, 1937; but this 
decision was reversed by Lawrence, J. He said that 
the Commissioners had given no reason for their 
decision, and had made no specific finding of fact. 
The cheque in question was given upon condition 
that an equivalent loan was made at the same time, 
and so was not a genuine distribution of income. 
He also held that the other argument of the Crown 
was equally applicable and that the condition 
attached to the cheque made it a capitalisation of the 
alleged distribution. Bouch v. Sproule (1887, 12 
A.C. 385) was followed, and Parker v. Chapman 
(13 T.C. 677), distinguished. 


Sur-tax—Income of Investment Company available for 
distribution—Claim to support an apportionment made 
lo loan creditor under Section 20 (4) of Finance Act, 
1936, as being an attribution of interest corresponding 
to member's interest in the event of winding up under 
Finance Act, 1937, Section 14 (3). 

In Marbob v. C.I.R. (K.B.D., May 15, 1939, Tax 
Leaflet 1026, C.A., October 31, 1939, Tax Leaflet 
1039), Marbob, Ltd., Company A of the case last 
dealt with, had received from X for the year 1935-36 a 
first payment of the annuity there mentioned, 
£12,000 gross, £9,300 net, and had redeemed £9,130 


debentures issued in consideration of the annuity. 
In that year the company had neither made up 
accounts nor declared a dividend. 

The sum of £12,000 was apportioned to X as loan 
creditor under Section 20 (4) of the Finance Act, 
1936 ; and the Special Commissioners confirmed the 
apportionment. In the King’s Bench Division, in 
view of C.I.R. v. Kered, Lid. (Tax Leaflets 975 and 
1003), it was agreed that the apportionment under 
the 1936 Act was only £9,130; but the Crown con- 
tended that the £12,000 was correct in view of the 
powers under the 1937 Act. Lawrence, J., held that 
this could not be done because the latter Act had not 
been referred to at the appeal; and remitted the 
case for revision under Section 20 (4). The Court of 
Appeal unanimously affirmed this decision, Scott 
L.J., pointing out that Section 14 (3) of the Finance 
Act, 1937, was not a general amendment of the law, 
but gave the Commissioners a discretion which had 
not been exercised. 


Income Tax, Schedule D-——Sum payable by instalments 
to secure customer--Payments by sub-contractors for 
right to supply part customer's requirements—-W hether 
income or capital. 

United Steel Companies v. Cullington (No. 2) 
(Court of Appeal, November |, 1939). As related 
in the July issue of AccouNTANcy, Lawrence, J., 
had held in the King’s Bench Division that both 
payments and receipts were similar in character and 
should be regarded as of capital nature. Both parties 
appealed, the company claiming that the payments 
were simply to get orders for steel and were ordinary 
revenue payments, whilst the Revenue contended 
that the £180,000 in question was a capital sum 
payable in instalments over 10 years. On the second 
point, that of the receipts from sub-contractors upon a 
basis of tonnage supplied for the same period of LO 
years, Lawrence, J., had linked the two relationships 
together as being parts of the same capital whole. 

Whilst the Court of Appeal unanimously endorsed 
the judgment in favour of the Crown upon the first 
point, it was equally unanimous in its favour upon 
the second one; and, in reversing the decision that 
the receipts were of capital character, decided that 
they were ordinary trade commissions payable by 
the sub-contractors. In his separate judgment, 
Goddard, L.J., protested against giving for tax 
purposes artificial constructions to plain business 
transactions. The Court refused leave to appeal to 
the Lords. 
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Income tax—Partnership—Land purchased and feued 
in lots to a private company—Whether partnership 
trading. 

In C.I.R. v. Dean Property Company (Court of 
Session, June 15, 1939, Tax Leaflet 1030) a partner- 
ship was entered into between an architect and a 
builder in July, 1933. The firm purchased land in 
Edinburgh. In 1934 a formal agreement of 
co-partnery defined the purpose of the partnership 
as that of ‘‘ holding the said ground as an investment 
and to derive an income therefrom by the creation 


of feuduties or otherwise.”” In 1933, the Dean ~- 


Property Investment Co., Ltd., was incorporated. 
The partners were sole directors and holders of the 
great majority of the shares. In 1935 the partnership 
bought other lands. Part of the land bought was 
feued to the company, which built houses for sale. 
In addition, there was a sale of one acre to the 
Edinburgh Corporation. The Revenue claimed that 
the partnership was trading in land and that the 
sale price should be ascertained, apart from the 
Corporation transaction, by capitalising the feuduties 
upon the basis approved by the House of Lords in 
John Emery & Sons v. C.I.R. ((1937), A.C. 91, 20 
T.C. 213). The Special Commissioners found that 
the respondents were not trading. The Solicitor- 
General argued that they had mis-directed them- 
selves because they had overlooked the fact that the 
creation of feuduties is itself an alienation of land. 
The Court rejected this contention, holding that the 
Commissioners were right in thinking of the substance 
of the matter and ignoring the technicalities of Scots 
feudal conveyancing. Also, in the words of the 
Lord President, they ‘‘ have accepted the partnership 
and the limited company as being two separate 
persone and they accept that the whole transactions 
were in good faith.” 

The case has its own obvious significance ; but 
the difference between the alienation of land which 
takes place when a feuduty is created and the mere 
leasing which takes place when ground rents are 
created in England and Wales raises the interesting 
question whether, had the annuals in the Emery case 
been the result of leasing and not of feuing, the 
decision would have been the same. Valuation at 
sale price in the case of feuduties is not incompatible 
with valuation at computed cost in the case of ground 
rents. It remains to be seen whether the Courts 
will make the distinction. 


Income Tax—Child Allowance—Snms paid by 
divorced father under Order of Court (Supreme Court 
of Judicature (Consolidatiou) Act, 1925, Sections 190 
and 193), to former wife for maintenance of children— 
Whether income of children in own right (Finance 
Act, 1920, Section 21 (3). 

The case of Stevens v. Tirard was reported in our 
July issue. The Revenue having appealed, the case 
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came before the Court of Appeal upon November 2, 
1939 (Tax Leaflet 1040), when the judgment in the 
King’s Bench Division was unanimously affirmed to 
the effect that the sums were the income of the 
former wife and not of the children. 

The orders of the Court were that the sums were 
to be paid to the wife by the husband for the main- 
tenance and education of the children, £90 in each 
case less tax. The leading judgment of the Court 
was given by Clauson, L.J., in view of his knowledge 
of Chancery procedure. He said that the scheme of 
the Orders was not to create an income for the infant 
but to increase the income of the mother to enable 
her to discharge the duty laid upon her by the Court 
in view of her having the custody of the children. 
He had the gravest doubts whether under Section 193 
the Court had jurisdiction to take income from the 
father and make it the children’s incomes. 

Goddard, L.J., summed up the unsatisfactory 
state of the law. The husband was entitled to deduct 
from his income the sums paid to his wife and to his 
wife for the children. He was also entitled to the 
children allowances. The wife, upon the other hand, 
had to regard the sums paid to her upon behalf of the 
children as part of her income, so making her 
potentially liable to sur-tax thereon. But she, also, 
was entitled to the children allowances, so that in 
respect of the children of divorced parents there 
were double allowances. 


Income Tax—-A Deduction Problem 


On December 13 the directors of the Fairfield Ship- 
building and Engineering Company, Ltd. announced 
the payment of a dividend of 4 per cent. on the 6 per 
cent. cumulative preference shares of £10 each on 
January 15. It is an unusual payment, for the amount 
then actually due is only 3 per cent., shareholders being 
only entitled to a cumulative dividend at the rate of 
6 per cent. per annum until June 30, 1940. 

The reason for the 4 per cent. distribution is the 
retrospective taxation of the September budget, which 
faced the board with the deduction of more tax from the 
January 15 dividend payment than the gross amount 
of the dividend due. The situation arises from the 
substantial payment of arrears of preference dividend 
last July, amounting in all to 27 per cent. on the capital, 
which cleared off the whole preference dividend arrears. 
Taking as an example the tax involved on dividend on 
£100 nominal of capital, the tax deduction at 5s. 6d 
per £ made on the £27 of dividend was £7 8s. 6d. A 
further £2 Os. 6d. at Is. 6d. per £ became due under the 
September budget, and with the guinea of tax at 7s. 
in the £ on the £3 of dividend due in January, 1940, 
there would have been {3 Is. 6d. of tax to be deducted 
from the {3 of dividend. To meet the situation, the 
directors have borrowed {1 from the 3 per cent. dividend 
due on July 15 next, to make /4 gross now, or IIs. 6d. 
net, less such rate of tax as may then be ruling. The 
company is part of the interests of Lithgow, Ltd., Port 
Glasgow, and is controlled by the Kingston Investment 
Trust. 
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The Emergency Acts and Orders 


In our November and December issues we published the first two instalments of a comprehensive 

guide to the war-time enactmenis and Orders which most concern the accountant. The third 

instalment is given below. This brings the series up to date. The summaries ave not intended to 

be exhaustive but only to give the main content of an Act or Order, the full text of which should 
be consulted if details ave required. 


ORDERS 


COMPENSATION 
No. 1784/L. 31. Compensation (Defence) General 
Tribunal Rules, 1939. 
No. 1785/L. 32. Shipping Claims Tribunal Rules, 1939. 
Forms and detailed rules of procedure are prescribed 
for the hearing of disputed claims for compensation 
under the Compensation (Defence) Act, 1939. 


COURTS 
No. 1634/L.29.--County Court Fees (Amendment) Order, 
1939. 
No. 1662/L.30.—County Court (Emergency Powers) 
(No. 3) Rules, 1939. 

In applications under the Courts (Emergency Powers) 
Act, 1939, County Court fees and solicitors’ charges 
respectively are to be fixed in accordance with these 
Orders. 

DEFENCE 
Nos. 1681, 1682, 1786.—Orders in Council amending the 
Defence Regulations, 1939. 

Numerous amendments are made in the Defence 
Kegulations, which are henceforth to be cited as the 
Defence (General) Kegulations. Some powers already 
given to certain other Ministers are extended to the 
Minister of Supply. 

(See AccoUNTANCY, November, page 39.) 


EXCESS PROFITS TAX 
No. 1734.—Excess Profits Tax Regulations, 1939. 
Certain provisions of the Income Tax Act are 
applied with slight modifications to the assessment 
and collection of excess profits tax. Procedure is 
laid down for appeals against excess profits tax 
assessments. 
EXPORTS 
Nos. 1670 and 1712.—Export of Goods (Prohibition) 
(No. 2) Order, 1939, Amendment Orders, 1939, 
Nos. 12 and 13. 
Some further alterations are made in the list of 
goods which may not be exported. 
(See AccouNTANCY, December, page 66.) 


FINANCE 
No. 1667.—Currency Kestrictions Exemption (No. 3) 
Order, 1939. 
No. 1827. Order in Council amending Regulation 3 (1) 
of the Defence (Finance) Regulations, 1939. 
No. 1843. Currency Restrictions Exemption (No. 4) 
Order, 1939. 

Certain transactions are exempted from the restric- 
tions on the export of currency if they involve transfer 
to, or payment in the currency of, any part of His 
Majesty’s dominions (except the United Kingdom, 
Canada, Newfoundland, and Hong Kong), any man- 


dated territory or protectorate, Egypt, the Anglo- 
Egyptian Sudan, or Iraq. 

From January 8, 1940, transfers of sterling and of 
sterling securities by a resident to a non-resident are 
subject to permission from the Treasury. 

The proceeds of sale of and interest or dividends on 
sterling securities in the beneficial ownership of a non- 
resident may be credited to the account of the non- 
resident without formality. 

“Non-resident ”” means a person resident elsewhere 
than in the countries mentioned above. 

(See AccounTANCYy, November, page 40.) 
No. 1698.—Money Order Amendment (No. 12) Regula- 
tions, 1939. 

Foreign money orders are not to be issued without 
the permission of the Postmaster-General. They may 
not exceed {40 for transmission to the countries named 
in No. 1667, or, except by special permission, £10 
for remittance elsewhere. Other amendments are 
made in the Money Order Regulations. 


IMPORTS 
Nos. 1617, 1618, 1619, 1680, 1780.—I/mport of Goods 
(Prohibition) Orders, 1939, Nos. 6, 7, 8, 9, 10. 

Additions and amendments are made to the list 
of goods prohibited to be imported. 

No. 1739.—Import Duties (Exemptions) (No. 10) Order, 
1939. 

Certain descriptions of iron and steel are added 
to the exemptions schedule of the Import Duties Act, 
1932, and removed from the schedule of goods charged 
with additional or specific duties under the Import 
Duties (General) Order, 1935. The paragraphs of the 
latter schedule are accordingly re-numbered. 

(See AccouNTANCY, December, page 66.) 


NATIONAL HEALTH INSURANCE 
Provistonal.—Medical Benefit Amendment Regulations 
(No. 3), 1939. 

The Minister, after consultation with a body repre- 
sentative of insurance practitioners, may vary the 
distribution of the Central Practitioners’ Fund and 
the Central Mileage Fund in accordance with the 
redistribution of insured’ persons owing to the 
emergency. 

Provisional.—Medical Benefit Amendment Regulations 
(No. 4), 1939. 

Provision may be made for the temporary acceptance 
of insured persons by practitioners or institutions. 
No. 1729.—Emergency Payment of Benefit Regulations, 

1939. 

An approved society may pay benefit under the 
Insurance Acts where by reason of circumstances 
arising out of the war it is impracticable to determine 
whether the statutory conditions have been complied 
with. 
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PRICES OF GOODS transit by a coastal vessel continue to be insurable. 

No. 1813. Prices of Goods (Price-Regulated Goods) A person authorised by the Board of Trade may enter 
(No. 1) Order, 1939. and inspect premises and require the production of 


\ large range of clothing and houschold goods are 
to be price-regulated goods under the Prices of Goods 
Act, 1939. In most cases regulation applies only if the 
voods concerned were being sold on August 21, 1939, 
at a retail price not excceding the price specified in the 


schedule. 

TRADING WITH THE ENEMY 
1690.—Tvading with the Enemy (Specified Persons) 
(Amendment) (No. 3) Order, 1939. 

Further additions, deletions, and amendments are 
made in the list of persons and businesses to be 
deemed enemies for the purposes of the Trading with 


No. 


the Enemy Act, 1939. 
No. 1695.—F eights. General Licence. 
The London Chamber of Commerce is authorised 


to pay freight and other necessary charges to or for 
the benefit of an enemy to obtain possession for the 
owner of any cargo in a ship lying at a port not in 
enemy territory. 

(See AccouNtTANCy, December, page 66.) 

WAR RISKS INSURANCE 
1728.—Defence (War Risks Insurance) Regulations 
Amendment (No. 3) Order, 1939. 

A seller of goods may be insured even if he does 
not trade in the United Kingdom. The Board of 
Trade may insure the interest of a banker who holds 
any mortgage or charge on goods insured. Goods in 


LAW 


No. 


Legal 
EMERGENCY LEGISLATION 
Courls (Emergency Powers) Act, 1939, Section 1 
Court's discretion to grant leave to issue execution 
Debtor's financial position. 

The first reported case under the Courts (Emergency 
Powers) Act, 1939, was that of A. v. B. (4 All E.R. 
169). It was of such importance that it was decided 
by a full Court of Appeal, including the Master of 
the Rolls and five Lords Justices. The facts were as 
follows: On September 25, 1939, the respondents 
signed judgment in default for £836 due from the 
appellant company on bills of exchange. The next 
day they issued a summons (as required by the Act) 
for leave to proceed to execution. The appellants’ 
hire-purchase furniture business had been hard hit 
by the war. The company submitted that if any 
creditor enforced a judgment, the company’s creditors 
and shareholders would suffer. Oliver, J., reversing 
Master Jelf, gave leave to proceed to execution. 

The crucial provision in this case is Section | 
(4): “If... the appropriate Court is of opinion 
that the person liable to satisfy the judgment or 
order . . . is unable immediately to do so by reason 
of circumstances directly or indirectly attributable 
to any war . . . the Court may refuse leave for the 


exercise of that right or remedy, or give leave therefor 
subject to such restrictions and conditions as the 
Section | (5) that when a bankruptcy or winding 


accounts, books or other documents, and information 
to show whether the person conducting the business 
is insured under the commodity insurance scheme 
and to ascertain the value of any insurable goods 
Ships in course of construction are to be insured as 
the property of the shipbuilder. 

No. 1731.—War Risks (Commodity Insurance) (No. 5) 

Order, 1939. 

A form of policy is set out. The period covered is 
not to exceed the period ending on the next following 
2nd day of March, June, September or December. 
The term “ King’s enemy risks’ is defined. 

1742 and 1743.—War Risks Insurance (General 
Exceptions) Orders, 1939, Nos. 3 and 4. 

Some amendments and additions are made in the 
list of goods exempted from the provisions of the War 
ktisks Insurance Act, 1939. The more important additions 
are further categories of agricultural produce, concrete 
products, ores, etc., of precious metals, unwrought nickel, 
and printing machinery. 

(See AccouNTANCY, December, page 66.) 


Nos. 


No. 1823. Restriction of Advertisement. Order of thi 
Board of Trade. 
The Restriction of Advertisement (War Risks 


Insurance) Act, 1939, is to come into force on January 15 
1940. 
(See AccouNTANCY, December, page 65.) 


Notes 


up petition is presented on the ground of inability to 
pay debts, and the debtor or company proves that 
such inability is due to circumstances directly or 
indirectly attributable to the war, the Court may at 
any time stay the proceedings under the petition. 

In A. v. B., the present case, the company’s 
affidavit presented no statement of assets, and an 
insufficient statement of liabilities, nor was it shown 
that there were insufficient resources to satisfy the 
judgment. The Court of Appeal held that such 
information ought to be furnished in cases of this 
kind, in order that a decision can be made in the 
light of all the facts. But, said the Master of the 
Rolls, mere proof that a judgment debtor has money 
available to pay a debt does not necessarily prevent 
his establishing his inability to satisfy that debt. 
The word “ unable ’’ must be construed reasonably. 
The existence of other debts was a matter which might 
properly be considered. The object of the Section 
was not to protect creditors generally, but to protect 
debtors against enforced judgments. As the legis- 
lation was new and the practice had not been settled, 
Court thinks proper.” It is further provided by 
the appellants would be allowed to file further 
evidence of their financial position ; they must pay 
the money into Court pending the reference back of 
the summons. 

It cannot be said that this decision has clarified 
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the Section. It would seem that by paying the money 
into Court, the company would show there was no 
literal inability to make immediate payment. There- 
fore “ unable immediately to satisfy the judgment ”’ 
must mean “unable as a practical business man, 
having regard to the effect of immediate payment 
on the business generally, taking all circumstances 
into account.”” Accountants will note that in an 
application of this sort, a debtor who wishes to 
protect himself under the Section should furnish 
evidence of his financial position and include a state- 
ment of his total assets and liabilities. 


Courts (Emergency Powers) Act, 1939, Section 1, and 
Rules 2 and 4—Leave to enforce given in High Court 
Bankruptcy petition in County Court—‘ Appropriate 
Court.” 

Another case under this Act was Re A Debtor, 
ex parte Dunn Trust, Lid. (1939, 4 All E.R. 337), 
which was an appeal from a Registrar’s refusal to 
file a bankruptcy petition. On September 30, 1939, 
Dunn Trust, Ltd., obtained leave in the High Court 
to enforce a judgment for £100. Six weeks earlier 
they had served on the debtor a bankruptcy notice 
founded on the same judgment. Therefore, in pur- 
suance of their leave to proceed, the petitioning 
creditors applied on November 3, 1939, ex parte 
to the registrar of the Oxford County Court to file a 
bankruptcy petition against the debtor. The 
Registrar refused, on the ground that under Rules 
2 and 4 of the Courts (Emergency Powers) Rules, 
1939, the ‘“‘ appropriate Court ’’ in which to obtain 
leave to file the petition was the County Court, not 
the High Court. The difficulty arose from the 
apparent inconsistency between Rules 2 and 4. 
Rule 2 states that the “ appropriate Court ’”’ for 
enforcing a judgment or order under the Act “ shall 
be the Court by which the judgment or order has 
been given or made.” Rule 4 (2) provides that 
“ where leave is required for the purpose of taking 
proceedings in a County Court, the application for 
leave shall be made in the Court where the pro- 
ceedings are to be taken, and in any other case where 
the County Court is the appropriate court,” the 
application is to be made in the County Court for the 
district concerned. By Rule 4 (3), in the case of con- 
current jurisdiction, application shall not be made to 
the High Court except in special circumstances. 

The Divisional Court (Bankruptcy) ordered that 
the matter be sent back to the Registrar, directing 
him to file the petition. Morton, J., said that the 
present case came precisely within Rule 2, and that 
therefore the High Court was the appropriate Court. 
He said that Rule 4 (2) applies in cases of distress, 
equitable execution and forfeiture. (In its terms, the 
Rule is not confined to these remedies). 

_ EXECUTORSHIP LAW AND TRUSTS 
Gifts mortis causa—Handbag and contents—Delivery- 
Bank deposit book. 

In order to establish an effectual gift mortis causa 
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it is necessary to show : (1) that the gift was made in 
contemplation, though not necessarily in expectation, 
of death ; (2) that there was delivery to the donee 
of the subject of the gift or a transfer to him of the 
means of getting at the property ; (3) that the gift 
was made in circumstances showing that it was to 
take effect only if the death of the donor followed. 
The intention must be that complete dominion over 
the subject-matter of the gift shall pass to the 
donee, and in certain cases the delivery of a key will 
be sufficient if handed over with a view to a gift ; but 
delivery of something merely as a symbol of the 
subject-matter of the intended gift is not sufficient. 
In the case of a chose in action, delivery is necessary 
unless there is a formal transfer to the donee. As 
physical delivery is impossible, delivery of a document 
essential to its recovery may suffice. The test of 
whether that document is a good subject of a gift 
mortis causa is whether it expresses the terms on 
which the money is held and shows what the contract 
between the parties is. A mere receipt for money 
is insufficient. In the recent case of Delgoffe v. 
Fader (1939, 3 All E.R. 682) these principles were 
well illustrated. The plaintiff sought to establish 
a gift mortis causa in the following circumstances. 
During her last illness the deceased showed the 
plaintiff a handbag containing, in addition to money, 
jewellery, and other articles which would pass by 
delivery, a bank deposit book. The deceased said 
that, if she should die, the plaintiff was to have 
everything in the bag including the bank deposit 
book. Luxmoore, L.J., held that, except for the 
bank deposit book and the money standing to the 
credit of the deposit account, there was a good gift 
mortis causa of the handbag and its contents ; but as 
regards the pass-book and the money standing on 
deposit to the credit of the deceased, the claim failed, 
because the deposit book was not a document ex- 
pressing the terms of the contract of deposit, or a 
necessary link in the obtaining by the donee of the 
money which was the subject-matter of the written 
document. It had been held in an earlier case that 
although a Post Office Savings Bank book was capable 
of delivery, so as to constitute a gift mortis causa 
of the money on deposit, that was because the book 
itself contained in substance the whole of the terms 
regulating the contract of deposit and the book itself 
had to be produced when money was deposited or 
withdrawn ; but in that case it was held that share 
certificates in a building society were not the subject 
of a good gift mortis causa. Applying the test to 
the present facts, the Manager of the branch of the 
Midland Bank where the deposit was made had said 
that it was in no way essential that the deposit book 
which was in the handbag be produced, if the de- 
positor had required the withdrawal of her money 
or had desired to deposit further money in the bank. 
The book was in no way different from an ordinary 
pass book of a current account. 


See See Oe Mee Me ig 
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The Accountant and the Individual 


Paper delivered by Mr. W. H. Fox, F.S.A.A., at the Nottingham Conference 
of the Society of Incorporated Accountants 


The ** Family Accountant”’ 

In these days when the importance of the individual 
appears to be diminishing and he tends to become a 
cypher in either a State or a large and sometimes 
unwieldy business organisation, and is even being 


compelled to revert to the habits of his ancestors of * 


long ago and burrow underground for shelter, it is 
perhaps appropriate that we should for a few minutes 
to-day consider him, his needs and the service we, as 
Accountants, can give him, and the guidance we can 
provide to help him to steer his course through the 
economic complexities of modern life. It is truly 
said: “ Man’s little works strewn on the sands of 
time sparkle like cut jewels.”’ 

The individual can, if he feels he needs it, find with- 
out difficulty a spiritual adviser to guide his thoughts 
in what I may term the non-material realm, he has his 
family doctor, who from birth to death takes care of 
his bodily health, and he has, and uses, his legal 
adviser to guide him in his relations with the State 
and with his fellow-men. I suggest that it should 
be the duty of the accountant to act as family adviser 
to him in planning his life from a financial point of 
view, in order that he may, whether his income 
be large or small, use it to the best advantage. 

The accountant should, and generally does, come 
into contact with the young business man when he is 
called upon to render to the State his first income 
tax return. From that point onwards there are 
many angles from which professional advice can be 
given, and I suggest that we can, as accountants, 
make a valuable contribution to the well-being of 
the community by advising on the planning of 
individual saving and expenditure. 

The portion of the income to be regarded as savings 
available for investment must, of course, be a matter 
for individual consideration and no general principles 
can be laid down with regard to it ; furthermore, it 
cannot be regarded as a constant factor. The account- 
ant should, however, by observation and experience, 
use his judgment in relation to the needs of his client 
and the circumstances and family interests surround- 
ing him. 


The Auditor and the Accountant 


The name of the Society of Incorporated Account- 
ants and Auditors suggests to my mind the realisation 
of the founders of the Society that the function of 
the accountant is different from that of the auditor. 
The function of the auditor is to a large degree 
negative in the sense that he is, or should be, dealing 
with an already completed product. His work is 


critical in that he is vouching work done by others. 
The accountant’s work should be positive ; whereas 


the auditor has evolved from the economic system, the 
accountant should help to plan it. The auditor, as 
such, travels to a large degree along a well-defined 
path; the accountant has much more scope for 
initiative and has greater opportunities for giving 
creative advice. There is in these days so much 
detail work to be done to satisfy the ever-growing 
demands of the State from the taxpayer that there 
is a danger of our overlooking the positive functions 
of accountancy, but neither the arduous nature of 
the work, nor the added responsibility involved, 
should deter the profession from using the specialised 
knowledge obtained from study and practical experi- 
ence. British men and women with creative power 
should be idealistic, but the test of idealism is the 
possibility of its translation into practical application. 
The accountant, through his experience, becomes what 
I may call for the want of a better name a Clearing 
house for ideas. He does not, and cannot, be an 
expert in all phases of economic life, but he does 
know where expert advice can be found, and he can 
guide and direct his client along the paths which 
will enable him to secure the advice and assistance 
he needs. 


The Investment of Capital 


With regard to the first point | mentioned—saving 

the science or art of investment has no body or 
soul of its own ; those responsible for advising with 
regard to it, who examine its phenomena and announce 
their conclusions, are frequently interested parties 
official or unofficial advisers who with some professed 
degree of authority put forward suggestions, which 
are generally restricted to the type of investment 
with which they are most familiar. They, unlike 
accountants who in professional practice are brought 
into contact with every form of investment, are 
generally unable to take an objective view of the 
problems set before them. 

I mentioned that investment is a science or art ; 
I do not propose to deal with the art, as Art is a sixth 
sense given to those whose ability stands out above 
that of their fellow-men, and no paper can be written 
about genius, for it is of the spirit and cannot be 
translated into professional practice. Our clients, 
however, are normal individuals, and I do suggest 
that if the client is advised with reasoned ideas and a 
planned technique there is a wide field open to the 
profession whereby the business man may be aided 
to plan his life from the financial standpoint. 

Saving is the first essential of human lite ; unless 
there is saving life would come to an end. We 
depend for our continued existence upon the fact 
that a portion of the product of hand and brain is 
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held over or saved for future use. The habit of 
saving is of far-reaching importance, and it is fre- 
quently overlooked that it has an important psycho- 
logical effect. There is no form of saving that can 
compare for satisfaction with that in a business 
under the investor’s own control, provided the business 
is efficiently run, as it is free from any possible sense 
of irresponsibility which sometimes is associated with 
the handling of other people’s money, but I want 
to deal particularly to-day with savings which are 
accumulated outside the client’s own business. Saving 
must arise from the willingness of the client to 
restrain his desire to spend, to defer some act which 
involves consumption, and it is upon the issue of 
the mental impulse to save or spend that the upward 
movement of the standard of living depends. 

May I summarise the main channels of the invest- 
ment of capital under the following headings :— 

Freehold property. 

Banks, Post Office and Trustee Savings Banks 
and National Savings Certificates. 

Building societies. 

Mortgages. 

Stocks and shares. 

Life assurance. 

It must, of course, be recognised that no capital in 
these days can be made entirely safe ; it is therefore 
desirable to spread the risk. Some accountants 
suggest as a suitable basis the spreading of the funds 
available for investment as to one-fourth in freehold 
property, one-fourth in liquid form in banks, Post 
Office Savings Bank, National Savings Certificates, 
one-fourth in stocks, shares and debentures, and, 
if possible, one-fourth in life assurance. These 
suggestions, however, must be considered in the 
light of the means and the temperament of the client. 


Investing in Property 

! would like to deal for a few minutes with a few 
general considerations in investing in the various 
forms of security I have mentioned. First of all, 
freehold property. The first point to consider is 
the state of repair, in particular the roof and main 
drains ; the property should be structurally sound and 
not likely to come under a town planning scheme. 
If necessary the advice of an architect or builder 
should be sought. The yield on the purchase price 
should be an essential factor, and in these unsettled 
days the vulnerability to air attack should be con- 
sidered. The suitability for mortgage purpose should 
be taken into account, and it will be appreciated that 
4 property purchased for £1,000 with a rental of £70 
per annum yields 7 per cent. subject to management 
and repairs, whereas if a mortgage of £700 is arranged 
at 4} per cent. the capital outlay is only £300 and the 
corresponding yield is increased to 12.8 per cent. 


Building Societies 
In speaking to a professional audience I do not 
need to discuss the merits of banks, Post Office and 
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Trustee Savings Banks or National Savings Certifi- 
cates, nor need I say more than a few words on 
building societies. The first consideration of man 
is to have a roof over his head, and thus building 
societies are ensured of a steady inflow of liquid 
capital from their borrowers. If a substantial amount 
is available for investment in building societies, it 
should be spread amongst societies whose manage- 
ment expenses are reasonable, and who have a sub- 
stantial reserve fund ; I suggest as a guide that this 
should represent 5 per cent. of the society’s total 
assets. A high interest yield is not attractive, and 
societies giving more than 3 per cent. or 34 per cent. 
on shares in these days should be avoided. 

With regard to mortgages, it should be borne in 
mind that the direct covenant to repay is the primary 
factor in lending money on mortgage and the property 
is collateral to this. There again the vulnerability 
of the property forming the security is an important 
factor. Assuming the personal covenant is satis- 
factory there is security of capital, an advantage 
not possessed under all forms of investment. In the 
case of money loaned on mortgage to a limited 
company the personal covenants of the directors 
should be obtained. 


Gilt-Edged Securities and Debentures 


The consideration which needs to be given to the 
proportion of savings invested in stocks and shares 
needs more comment. Here the capital should, I 
suggest, again be spread. The accountant’s function 
is not to suggest holdings to be taken up, but when 
asked, to discuss with his client the advantages and 
disadvantages of the various classes of stock and 
share holdings. In the first place gilt-edged securities 
should find a place in practically every list of scrip 
holdings, as the holder of Government stock obtains 
a first charge on the earning power of the whole 
nation. With regard to other stocks, shares and 
debentures, the issues are more complex. From the 
point of view of security of capital I suggest that 
debentures are not as sacrosanct as is generally 
imagined, particularly in cases where the proportion 
of fixed assets to total assets is low. Debenture 
interest can only be paid for a relatively short period 
out of other sources than earnings, and charges on 
capital assets are ineffective when the assets them- 
selves become valueless. Furthermore, when the 
general level of profits is rising the capital value of 
debentures tends to fall, and one sees the paradoxical 
result that a debenture holder who wishes to realise 
may obtain least for his holding when its “ security " 
is at the maximum. When profits are low the capital 
value tends to rise, but if depression becomes extreme, 
or for other reasons the company concerned becomes 
moribund—and English company history is strewn 
with the dead bodies of concerns at one time stable 
and prosperous—we may see a considerable capital 
loss. Notwithstanding these considerations, I suggest 
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that a proportion of debenture stocks should be held, 
and, as a general rule, the companies whose ordinary 
shares make the strongest appeal should be the first 
to be considered from this point of view. 


Preference versus Ordinary Shares 


With regard to share holdings, preference shares 
have lost a considerable amount of their popularity 
during the post-war years. Preference shareholders 
never share in super profits, but they are always 


asked to bear a share of the burdens of super losses,” 


and so many sacrifices have been demanded from 
preference shareholders when reconstruction has 
become necessary that, as compared with 1913 when 
for every £2 of preference capital £3 of ordinary 
capital was issued, nowadays the reverse is the case 
and the proportion of ordinary capital far outweighs 
the preference capital. The security in both cases is 
dependent on earnings, and the difference in risk 
between preference and ordinary shares is one of 
degree and not of kind. The privileges of preference 
shareholders vary with each individual company, 
and an intending purchaser should inquire into their 
rights when weighing up in his mind the merits of 
preference shares. This class of share does confer 
a valuable privilege to those who are prepared to 
make a sacrifice of income in the interests of security, 
but it should be realised that they afford very little 
protection against long term changes in industry, or 
against inefficient management. If preference shares 
are desired a company should be chosen where the 
margin of profits over the amount necessary for the 
preference dividend is ample over a series of years. 
The points to look for in ordinary shares are, in 
the first instance, a sufficiently long earnings record 
to be independent of short-term movements, as 
against a consideration of present yield, and that a 
substantial reserve is in existence. A sharp upward 
trend in earnings should suggest caution in case the 
pace is too hot to last. Secondly, regard should be 
had to the debenture and preference capital ranking 
in front of the ordinary shares ; thirdly, the general 
trend of the industry as a whole as to whether it is 
progressive or declining and whether it is subject 
to the vagaries df fashion. Fourthly, the personnel 
of the board from the point of view of integrity 
and the personal touch and experience they have in 
the business they are conducting. I would like to 
emphasise that these are general considerations which 
the accountant should place before his client, and 
that I am suggesting that it is not part of his duty to 
advise on the question of specific holdings. For this 
the client should go to a stockbroker who is an 
authorised member of a Stock Exchange. 


Life Assurance 


With regard to life assurance, it is well known that 
the amount of this per head of population in this 
country is small compared with the United States 
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and Canada, due to the protection or cover element 
being stressed to a greater degree than it is here. 
Life assurance affords in one important respect a 
happy contrast to other forms of investment. Instead 
of the maxim which associates good interest with 
bad security, it is with life assurance a fact that 
good bonuses mean good security. The fact cannot 
be ignored that there are many thousands of people 
to whom life assurance is an imperative duty, dictated 
by every consideration by which civilised people 
profess to be governed. May I briefly outline the 
main reasons for taking out a life policy apart from 
the obvious one of providing for dependents? It 
is an advantage in the case of entailed estates in order 
that the possessors may make adequate provision 
for the younger members of families, and is useful 
in the event of the decease of a testator where an 
early will fails to make provision for younger children. 
It is useful in the case of marriage settlements to 
secure the terms of the settlement. In the event 
of financial difficulty overtaking the settler which 
can be averted by the use of the settlement funds, it 
is sometimes possible to obtain a release of these 
by the trustees by means of an indemnity policy, 
not in this case a life policy, which will cover them in 
respect of any subsequent claim for breach of trust. 
Provision can be made by partners against loss in 
the case of a partner’s death, and by all who have a 
pecuniary interest in the existence of a life, to guard 
against loss on the death of the party concerned. 
Then there is the policy which will provide for estate 
and other duties payable at death. The advantage 
of a life policy as a reserve against which one can 
borrow on demand in the event of an emergency, 
and without any feeling of disgrace, there being no 
moral obligation to repay, is an important factor. 
Frequently an awkward situation can be bridged by 
its existence. 

It is, of course, desirable to arrange for the premiums 
to fall due as far as is possible at convenient dates ; 
January one might suggest as a month to be avoided, 
in view of abnormal expenditure over the Christmas 
and New Year period and the tax liability which falls 
mainly into this month. The policyholder’s obliga- 
tions should be limited in that he should have a 
limited liability as to premiums and should know 
at the outset what his total payments should amount 
to. The policy should be so drafted as to entitle 
the holder to the maximum income tax rebate on 
the premiums. The normal life policy should provide 
for increasing responsibilities which are the lot of the 
average man either by guaranteed additions or 
bonuses dependent on profits. 

There is, of course, the danger of over-insurance 
and care should be taken to see that in satisfying 
the need for cover the burden of premiums should 
not be excessive. No earned income, however 
apparently secure, can be regarded as constant. 
Regard should be had to the advantages of obtaining 
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the additional protection of keeping the cover intact 
in the event of sickness or accident cutting down 


earning capacity. 
How Much to Save ? 


Now I would like to direct your attention for a few 
minutes to the question of the proportion of income 
allocated to spending. The accountant, particularly 
in guiding his client in this direction, must add to 
knowledge something more. I venture to suggest 
that the psychological approach to this problem is 
most important ; the layman is looking to the exert 
for guidance. He will, however, only feel the need 
for it when his feeling for the expert is one of respect. 
At times, as you are all aware, the expert’s work is 
regarded with suspicion ; I need not remind you of 
the story of “ the expert witness.’’ The halo of the 
expert depends for its glory to a considerable degree 
upon a certain detachment, and he should reflect that 
he is trained in something very much less than 1 per 
cent. of the affairs of life, and his client is only 
concerned when he believes he can do something 
special for which the client has a need which requires 
meeting. His own attitude to this problem has a 
bearing on the value of the advice he can give to 
his client on this important matter. It should be the 
duty of the accountant to educate the layman as to 
the advantages to be gained from keeping a planned 
and well-ordered record of private as well as business 
transactions. Matthew Arnold says: ‘‘ When shall 
we learn that what attaches us to people is the spirit 
we are of and not the machinery. we employ ? ”’ 


Personal Book-keeping 


It should be the accepted rule and not the exception 
to keep personal accounts. The Bankruptcy Act 
and the Companies Act only insist that the individual 
and the company shall keep records of their business 
transactions, and I suggest that the necessity for 
recording personal transactions is at least equally 
important. An accurate record of personal finances 
is an index to character, orderliness leads to thrift 
and serenity of mind, and in these days of increasing 
strain, when the complexities of modern affairs lead 
to the restlessness that is so typical of the modern 
generation, a quiet mind is one of life’s most valuable 
assets. It has an incalculable moral effect on mental 
habits, and without orderliness, judgment and 
prudence cannot play their normal part. It has been 
truly said : ‘‘ All habits gather by unseen degrees, as 
brnoks make rivers, rivers run to seas.” How 
frequently do accountants find that the individual 
in financial difficulties will not face facts and figures, 
and that he is unable to guage the extent of his 
liabilities and commitments? The result is that 
when the crisis which he realises must come does 
arrive, the position, which could have been retrieved 
if faced at the outset and if matters had not been 
allowed to drift, has become so involved that the 
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only course is the Bankruptcy Court. There are ways 
and means, not to be found within the covers of any 
text-book, by which the accountant and the lawyer, 
acting together, can in many cases repair or rebuild 
an apparently tottering structure, if the full nature 
of the trouble can be made apparent without delay. 
In the vast majority of cases the individual who is in 
difficulty is the one whose financial affairs lack that 
order and arrangement for which I am making a plea. 

Apart from this aspect, there is no doubt that the 
layman does not fully realise that in these days, when 
the State may appropriate as much as 25 to 33} per 
cent., or even more, of every £ of income, it is not 
merely desirable, but essential, that his personal 
records shall be such that he can, if necessary, account 
for his accretions and relate them to his savings and 
expenditure in order that, if necessary, proof may be 
available over a period of years as to the source from 
which they came. 

We are of a nation of individuals, law-abiding to a 
degree, but within that limit intensely jealous of 
personal freedom and the absence of undue restraint. 
For that reason the approach of the accountant to 
his client must be governed by a degree of tact and 
care which will induce rather than drive his client 
to keep such personal records as are requisite. 

I suggest that it is necessary for private accounts 
to be kept in such a form as will enable, in the event 
of his death, the personal representatives to trace and 
collate the estate without the difficulties which are so 
frequently met—records which will be available in 
the event of legal or family dispute, which will enable 
a reconciliation of accretions and income to be 
made if and when required, and will permit a review 
of the client’s financial position from time to time at 
regular intervals. They need be in simple form, but 
should permit of an annual income and expenditure 
account and balance sheet being prepared. The 
cheapest bookkeeper for the private individual for 
whom a secretary is out of the question is the banker, 
who for a small commission will record all receipts 
and payments in considerable detail provided all 
income is dealt with through a banking account, and 
all payments other than purely personal day-to-day 
expenditure which will, of course, vary in each 
individual case, are made by cheque. A _ simple 
three-column cash book to record income, capital 
and bank transactions from which a ledger can be 
posted recording investments, drawings, an annual 
revenue account and balance sheet are all that are 
necessary. Failing this a definite record should at 
least be kept of all capital purchases and sales. 

There are certain permanent records which should 
always be retained ; amongst these I would mention 
as being of particular importance bought and sold 
notes for stocks and shares, bank pass books, state 
ments on completion of the purchase and sale ot 
property, receipts for loans granted and repaid, 
building society pass-books, insurance policies, and, 
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of course, dividend counterfoils and income tax 
receipts for a period of years. Where scrip invest- 
ments are numerous an investment ledger ruled for 
capital and income columns should be kept written 
up. Documents of title will naturally be retained, 
but in these days of uncertainty I think that a dupli- 
cate schedule of investments and insurance policies 
of whatever type is advisable. 


Making a Will 


I propose to touch upon the question of the making 
of a will only briefly. The client who has not made 
this necessary provision should be advised to consult 
his solicitor and not attempt to make his own, and 
if he is in business as a sole trader it is desirable to 
ensure that power is given to his executors to convert 
the business into a limited company, or at least to 
retain a holding in the business at their discretion 
if it is to be disposed of, as executors naturally 
hesitate to carry on a business and accept personal 
responsibility, whilst the duty of converting the 
estate may, unless specific direction is given, compel 
them to invest in trustee securities, with a consequent 
considerable diminution of income for the widow or 
other beneficiaries. The accountant with his know- 
ledge of his client’s affairs can put forward suggestions 
and make available to the solicitor preparing the will 
information which will avoid difficulties for the execu- 
tors who have to carry out the trusts imposed, diffi- 
culties arising in many cases only because the testator 
does not realise the value of the estate ; the general 
tendency being for him to exaggerate in his own mind 
its value. The accountant naturally has a more 
detached view of the matter, and if he is given the 
opportunity of doing so by perusing the draft, can 
collaborate effectively with the lawyer concerned. 
Accountants not infrequently meet with cases where 
specific and general legacies exceed the value of the 
estate and have to be abated accordingly. This 
naturally involves disappointment to the beneficiaries 
and is a cause of expense to the estate and embarrass- 
ment to the executors. Another difficulty arises when 
an annuity is left payable subject to deduction of 
tax out of an estate which is insufficient to produce 
the necessary income, and capital has to be drawn 
upon, with resulting Rule 21 assessments which 
represent, in effect, a payment of tax on capital. 


The Individual’s Income Tax 


The service which the accountant can render to the 
individual with regard to his liability to income tax 
is not the least important of his functions. As a 
direct tax its incidence is more obvious and therefore 
more onerous than indirect taxes, which are largely 
paid with great regularity in comparatively trivial 
amounts, which are in many cases not missed. Its 
problems occupy the attentions of many hundreds 
of officials and accountants, a large number of solicitors 
and members of the Bar. due to the fact that it is 
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assessed on a statutory income and not the actual 
income of the taxpayer. What is the statutory 
income ? I suggest that this is the crux of the 
problem in arriving at the individual’s income tax 
liability, and that it is impossible for the layman to 
satisfy himself upon this point or even to ensure 
in many cases that he has obtained all the reliefs and 
allowances he may legitimately claim. 

It is, I think, true to say that concessions of 
practice, about which the layman may know nothing, 
will not, generally speaking, be extended to the 
taxpayer unless a request is made for them, and 
there is no doubt that overpayment of income tax 
is materially prevalent. In how many cases do we 
find on taking up the work of lodging an income 
tax return for a taxpayer who has previously rendered 
his own accounts and return that either certain 
legitimate expenses have not been charged or that 
certain allowances have not been claimed? It has 
become increasingly realised by the layman that 
expert advice is not merely desirable, but essential, 
if the taxpayer is to pay only his fair share to the 
State, and in view of the complex nature of the 
subject he cannot be certain that there is no relief 
or allowance which he has not failed to claim or secure. 

I referred earlier to the value of personal records, 
and in these days when the yearly accretions of capital 
are scrutinised so closely by the inland revenue the 
individual who has accumulated capital in ways which 
are perfectly legitimate from a tax point of view may 
and does find great difficulty in satisfying the authori- 
ties that it does not arise from a source liable to tax 
unless he can produce evidence which will account 
for the increases. It is a common occurrence for 
accountants to be called upon to justify taxpayers’ 
returns which have been lodged and which are per- 
fectly in order, but which, on the face of them, 
disclose increases of capital in excess of the amount 
of savings which could have been accumulated from 
the income disclosed on the return. The result i 
annoyance and an infinite amount of trouble to the 
taxpayer, who feels that he has been suspec‘ed 


unjustly of not fully disclosing his income, and heavy | 


costs which would have been avoided if his income 
and capital had been reconciled from year to year. 


Constructive Accountancy 


In conclusion, may I give one or two examples v! 
constructive accountancy? This country is particu- 
larly rich in public-spirited citizens who are prepared 
to make personal sacrifices for the benefit of their 
fellows. In the drama, to take one instance, there 


are those who are constantly being called upon to 
contribute towards the keeping alive of the living 
theatre with no hope of financial reward. The normal 
limited company or individual is, of course, responsible 
for entertainment tax ; if, however, the accountant 
can persuade the management to change the con- 
stitution of the company in such a way that the profits, 


ee ee a ee ee a ee aa a ee 


> tos se 


~~ -_ -_ ae 2 ee eee Be 


~~ tin £2 & 2 Ot oe 2 eee 


a) i re ot og ORR i sy. we = ee. OE See 
RY 
_ es | 
€ 
t 
é 
L 
t 1 
i 
é 
1 
( 
I 
I 
} 
‘ 
| 
( 
a 
ee 
ee 


y, [940 


actual 
tutory 
of the 
ne tax 
nan to 
ensure 
fs and 


ons of 
thing, 
to. «the 
1, and 
ne tax 
do we 
ncome 
idered 
-ertain 
r that 
It has 
| that 
ential, 
to the 
of the 
relief 
ecure. 
cords, 
‘apital 
1e the 
which 
v may 
thori- 
to tax 
count 
ce for 
ayers: 
e per- 
them, 
nount 
from 
ult is 
a9) the 
ected 
heavy 
come 
ar. 


les ut! 
rticu- 
pared 
their 
there 
yn. to 
iving 
yrmal 
sible 
itant 
con- 
ofits, 


January, 1940 


if any, are used for furthering the interests of the 
drama, by having a company without share capital 
and limited by guarantee, issuing unsecured deben- 
tures Carrying a non-cumulative fixed rate of interest 
not in excess of 5 per cent. and payable only out of 
profits, exemption can be obtained from entertain- 
ment tax on all plays which are regarded by the 
Commissioners of Inland Revenue as having any 
educational value—and this in practice means most 
plays other than farce—a very substantial saving is 
available which may amount on a box office of, say, 
{15,000 per annum to a sum of £2,000. 

A problem arises when one sees a formerly old- 
established properous family business declining, not 
through any inherent fault in the business itself, but 
because those to whom the control has come lack the 
personal skill and the experience which has been 
gained by the early struggles of the pioneers who have 
built it up. Here it is sometimes possible for the 
accountant, realising that new blood is required, and 
unable to persuade the client to accept his own advice, 
to bring outside influence to bear which cannot be 
ignored. For example, if the business is working on 
a bank overdraft, the banker and the accountant 
together may obtain the appointment as chairman 
of the board of a private limited company, not 
necessarily with a substantial financial interest, of a 
personality who has the strength of character to 
recast the policy and general direction of the business 
in such a way as will bring it back to a state of health 
and prosperity. 

I have in a short time tried to stimulate thought 
on an important phase of accountancy, and have de- 
liberately kept away from the text-books of the 
profession, and if I have brought out any points for 
discussion I am amply repaid. 

May I close with a few words of the immortal 
Shakespeare :— 

“ Love all, trust a few, do wrong to none 

Keep thy friend under thine own life’s key ; 
Be checked for silence, but never taxed for 


speech.” 


DISCUSSION 


Mr. Cedric N. Walter (London) described the paper as 
4 helpful one on a rather difficult subject. The relationship 
between the accountant and the individual must, of course, 
be mainly advisory. Mr. Fox had more than once emphasised 
the importance of a detached point of view. It was very 
important when advising on the subject of the investment of 
other people’s money that accountants should be disinter- 
ested. Where the amount of money was small that was not 
so difficult, but the responsibility of the accountant was much 
sreater when the sum involved was large. If the accountant 
had an interest by way of commission for introducing any 
of the investments upon which he was advising his client, 
was he going to give an entirely impartial judgment? If 
he had a personal stake in any of the investments under dis- 
cussion, could he be as impartial as he should be ? In cases 
of that kind it was better that a fixed fee should be charged 
anda report given so that it would not matter to the account- 
ant afterwards if the client did not act upon the report. 

he speaker reminded the members that their domain was 
finance. At times one was tempted to step over the boundary, 
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and he noticed that Mr. Fox had implied the need for calling 
in experts on particular subjects. There was one point, 
however, on which the speaker would join issue with Mr. Fox, 
and that was where he referred to the state of repair of 
freehold property, and only suggested calling in experts “ if 
necessary.'" The speaker submitted that clients should be 
advised to call in experts at the very beginning. Mr. Walter 
went on to say that accountants acted as a kind of psycholo- 
gical safety valve. In these complex days it was dangerous 
for business men to bottle up their worries, and if there was 
one person who could help them it was the accountant. He 
was the only person to whom the business man could speak 
freely and with full confidence, knowing that he was an 
outsider with a knowledge of all the technical points under 
discussion. Then, too, accountants could exert an educa- 
tional influence by showing the small client, who might one 
day become an investor in a larger way, the need for more 
informative accounts. It was very refreshing to hear the 
relationship between accountants and the individual described 
more from the point of view of the smaller accountancy firm 
the rank and file of the profession who, un-known, un-sung 
and un-advertised, and sometimes in the face of difficult and 
unfair competition, carried on their duties honestly and to the 
best of their ability. 

Mr. H. B. Sheasby congratulated Mr. Fox on dealing 
with his subject in an original manner. Mr. Sheasby said 
he felt that one of the dangers was that clients expected 
accountants to cover work of a much wider scope. The 
accountant was becoming too much the lawyer. A large 
proportion of the subject matter of their examinations was 
devoted to the law and he wondered whether they were going 
too far. So far as the keeping of private accounts was con- 
cerned, accountants should first of all set their own house 
in order. He had questioned a number of eminent members 
of the profession and had discovered that their personal 
book-keeping was extraordinarily primitive. (Laughter.) 
He was an exception, having kept accounts for some years 
It seemed to be an important matter because more and more 
of one’s personal income was being taken away with rising 
taxation. They were told at the annual banquet—and it 
was an astonishing statement—that none of them would see 
a national balanced budget again. But if one’s personal 
budget was unbalanced through one’s lifetime the result was 
bankruptcy. It was really essential for simple personal 
accounts to be kept. 

Mr. F. J. Alban said Mr. Fox had passed quickly over 
Post Office and Trustee Savings Banks as channels of 
invastment ; yet he had found in his experience how little the 
average small business man, and sometimes the big business 
man, realised the investment facilities provided by the Post 
Office. Mortgages of local authorities afforded a very safe 
investment for the business man. In fact, many towns had 
developed that side of the work to a very great extent and 
local authorities were becoming savings banks. He agreed 
with Mr. Fox that building societies which offered more than 
34 per cent. might be looked at with some doubt. The 
modern building society was going very far from the old 
form of society that was envisaged under the Building Societies 
\cts, especially when one found that advances were made 
which purported to be 90 per cent. but were often 110 per 
cent. and higher. So far as wills were concerned, Mr. Alban 
said it would be very advantageous if lawyers more often 
consulted accountants on such matters. He went on to say 
that it must be obvious to them as accountants that the 
present basis of taxation very seriously affected the young 
family man. Any individual with children was seriously 
penalised and the system of family allowances was quite 
inadequate. He spoke with some feeling as a father of six 
(Laughter.) Whatever allowances were made in direct 
taxation, a man in his position was badly hit by indirect 
taxation. 

Mr. W. F. Edwards thought that most important in 
Mr. Fox’s lecture was the statement: “ The accountant, 
particularly in guiding his client in this direction, must add 
to knowledge something more, etc."’ Mr. Edwards said he 
was disappointed to find life assurance last on the list of 
possible investments; it should come third. It had been 
his experience that life assurance sold much better when it 
was offered as an investment in the first place, and as life 
cover in the second place. He endorsed Mr. Alban’'s views 
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on building societies. Kar too much money was spent in 
competitive advertising, and money was put into buildings 
which were never contemplated 20 years ago: large blocks 
of flats, for instance, which were never part of the scope of 
building society finance. He thought if an investor had not 
a great deal of money he would be better advised to put it 
into freehold property than into stocks and shares. Mr. 
Fox must be thanked for the stress he laid on constructive 
accountancy. The scope for that type of work was absolutely 
unlimited. 

Mr. S. W. Hanscombe said it was very difficult to lay 
down a hard and fast rule as to the proportion of saving. 
In the case of a man with a modest income, it was better 
after liquid savings had been set aside to put the rest in life 
assurance until his family was fully protected. Mr. Alban’s 
statement about building societies advancing 110 per cent. 
was news to him. In view of the result of a recent court 
case, certain people seemed quite prepared to make rather 
irresponsible criticisms of such societies. 

Mr. W. J. Back questioned Mr. Fox’s reference to experts. 
There was a suggestion in the paper that one might send an 
investing client to a stockbroker ; but an accountant should 
be able to form an opinion of the company’s standing from 
a perusal of the accounts and it was the business of the good 
accountant to form an opinion as to the advisability of 
investment from that perusal. 

Mr. J. Moffitt spoke of the need for educating the ratepayer 
about municipal finance. If only accountants whose hands 
were not tied by their occupying public posts would come 
forward and give their advice to the ratepayers there would 
probably be much better government at a lower cost. In 
Portsmouth a Bill was promoted for the abolition of elective 
auditors on grounds of inefficiency. Elective auditors were 
usually the nominees of great political parties and as 
accountants they were simply useless. Mr. Moffatt concluded 
by saying that accountants in their respective localities 
could help local administration -by explaining the funda- 
mentals to ratepayers and by taking part in newspaper 
discussions and attending public meetings. They might do 
much to enhance the standing of the profession. 

Mr. Walter Holman said he was glad that throughout the 
paper Mr. Fox had implied many of the principles that should 
govern the relationships between the accountant and the 
individual. Mr. Fox recognised the fact that what might 
be the ideal solution of one client’s problem might not be 
the ideal one for another client. Accountants must be 
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The Drive for the ** Small Man’s ’’ Savings 

Within their limitations, the two new securities for 
the small saver have been outstandingly successful. In 
the first week of the drive 5,500,000 of the new Savings 
Certificates were subscribed and £5,000,000 of the new 
Defence Bonds, a total investment of £9,125,000, and 
the response was fully maintained. At the end of the 
first month, subscriptions to Defence Bonds totalled 
421,250,000, and to Savings Certificates £19,500,000— 
an average of over {£10 million a week. Figures 
of this kind must always’ be interpreted with 
circumspection, since it is difficult to know whether 
the savings have been diverted from other channels. 
So far as it is possible to judge, however, there 
seems no reason to suppose that the figures need 
much correction on this account. It is clear that some 
of the new Savings Certificates were taken up by cashing 
in some of the outstanding series, for the Revenue Keturn 
to December 9 showed unusually large repayments of 
41,800,000. But, on the other hand, the fear enter- 
tained in some quarters that the two new issues might 
attract funds away from the savings banks have already 
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adaptable. Discussing the confidential nature of th 
relationship, Mr. Holman said no accountant could hope t 
be of full value to his client unless the latter could rely upop 
his secrets and revelations going no further. He was no 
sure that the two papers given by Mr. Bubb and Mr. Fo, 
had been taken in the right order. The subject of the 
accountant and the individual should really have come first 
because the accountant’s first duty was to his client and 
not to the community. If there was a responsibility to th 
community it had to be reconciled with the primary obligation 
to the client. Was there an obligation to the community 
The speaker felt that if such an obligation existed it wa 
only an indirect obligation and could only arise in and 
through the obligation which the client himself must owe t 
the community. As he understood it, the community con 
sisted of those who were outside the direct contractual 
relationship between the accountant and his client. The 
community, therefore, was not the same in every case. It 
might include present and future creditors of the client 
present and future shareholders where the client was a limited 
company; it might include members of the general com 
munity ; it would always include members of the profession 
to which accountants belonged. Every accountant, if h 
were free to do so, could tell stories tragic and comic in reply 
to the question : ‘‘ What should an accountant tell?’ Th 
conflict of loyalty between the client and the communit 
constituted for the accountant in his practice one of the most 
difficult problems that had to be faced. 
accountant, the client and the community composed a sort 
of triangle which could be solved by the mathematical 
proposition that any two sides were greater than the third 
side. 
and his profession he need not worry about the community 
because automatically he would have fulfilled that obligation 

Replying to the discussion, Mr. Fox thanked Mr. Holman 
for his very wise observations. He disagreed with Mr 
Walter’s statement that the accountant’s responsibility was 
greater where the investment was larger. His own view wa 
that the responsibility was equally great—and the mora 
responsibility possibly higher—when one had to advise tr 
connection with small investments because of the possibility 
of that type of investor suffering far more if the investment 
did not turn out as anticipated. As Mr. Sheasby said, ther 
was a danger inherent in the accountant being regarded a 


He felt that the | 


If the accountant fulfilled his obligations to his client | 


a fund of general knowledge, but he rather liked to feel that | 
the accountant could use his knowledge for directing hi | 


client’s inquiries into the proper channels. 


in the City 


shown themselves to be unjustified. The combine 
deposits of the Post Office Savings Bank and the Truste 
Savings Banks increased by £5,700,000 during November 
to £803,200,000 as compared with an_ increase 0! 
£5,200,000 to £747,600,000 in the previous year. Over 
the year, the deposits of these institutions show a further 
increase to £56,000,000, as compared with £53,000,00 
in the previous twelve months and £51,000,000 t 
November, 1937. 
Record Bank Deposits 

Though this appeal to the small saver can scarcely b 
regarded as more than a minor contribution to th 
nation’s finances, it has already had a useful effect " 
slowing down the expansion of bank credit, which he 
been very rapid since the war began. Thus a deficit © 
£30.7 million in the week to December 9 involved @ 
increase of only £19.3 million in the floating debt, thank 
to the subscription to the two new issues. Thus, th 
subscriptions served to damp down the expansion 
the Treasury bill issue, which reached its maximut 
tempo in November, when the weekly issue of bill: 
through the tender was running £35 million abow 
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maturities. In the latter half of December the weekly 
excess was no more than £10 million, no further increase 
having been made in the weekly offer above £65 million. 
Nevertheless, bank deposits rose during November to 
a record level (at any rate, since the inflation year 1921), 
of {2,344.6 millions, an increase of £14 million over the 
previous peak in December, 1937. The expansion 
during the month was only moderate, thanks largely to 
an unexpected decline of £18 million in advances, but it 
is clear that a funding loan early in the New Year would 
be by no means premature. 
Quiescent Markets 

In markets the month has been an uneventful one. 
Notwithstanding the continued expansion in bank 
credit all the drive seems to have gone out of the gilt- 
edged market. The fact that “ the big loan ”’ continues 
to hang fire for so long has induced a kind of staleness 
which will probably only be ended by intensive bank 
buying or active official support as a prelude to the major 
operation. Over the general range of industrials, too, 
little movement is to be discerned, mainly because 
taxation fears combined with the regime of cash dealings 
suffice to damp down any speculative interest. Since 
ten large companies, as the Financial News has recently 
shown, provided £2,882,000 for taxation in their 1939 
accounts, as compared with only £1,251,000 in the 
previous year, it is hardly surprising that the expected 
boom has not yet arrived. Nevertheless, there have 
been some individual features. South American bonds 
have been extremely strong, there has been a boomlet 
in textile shares, and tin and rubber shares have 
responded to some extent to the bullish developments 
in the respective commodities. Indeed, the inflationary 
boomlet in a number of the free commodities has been 
one of the outstanding developments of the month, 
though in the case of cotton and rubber at any rate the 
expansion in U.S. industrial activity (which has sent up 
the index of production from 102 in August to 125 in 
November) has played a far larger part than any in- 
fationary influences on the monetary side, while the 
difficulties of the freight situation have been a factor 
tending to raise the prices of imported commodities in 
this country. 


Stricter Finance Regulations 

During the past month there has been some revision 
of the defence regulations affecting the control of new 
issues. The changes all tend in the direction of im- 
posing a much more stringent control of local govern- 
ment finance. For the first time, mortgage transactions 
are brought within the scope of the ban. In the early 
months of the war, the municipalities made considerable 
recourse to local mortgages as the only means of finance 
remaining open to them for the renewal of existing 
bligations and to meet their more pressing liabilities 
‘n capital account. Such issues were originally left 
vutside the capital issues ban because they were already 
subject to supervision by other public departments, but 
there is no doubt that their inclusion will considerably 
dampen down this type of finance. “ Rates” loans are 
limited to borrowing in anticipation of revenue up to 
me-half of the revenue for the period. But by far the 
most significant change is the fact that the Treasury 
has given consent to the renewal of mortgages only up 
‘o June 30 next and will consider later whether this 
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permission can be extended. The implication seems to be 
that local authorities must at any rate reckon with the 
possibility that they may be called upon in the latter 
half of next year to redeem some of their outstanding 
capital obligations out of current revenue. 


Allied Finances 

The Anglo-French agreement for financial co-operation 
is a bigger and more important thing than the general 
public perhaps realises. The agreement has four main 
provisions. It has been decided that any change in the 
existing rate of exchange between the franc and sterling 
would be contrary to the interests of the two countries. 
It has been agreed that neither Ally need ship gold to 
the other, so that for the duration of the war and six 
months thereafter this country will be able to obtain 
all the francs she needs against payment in sterling and 
vice versa. Neither country will raise fresh protective 
duties against imports from the other. And _ neither 
will raise a foreign loan except in agreement with (or 
jointly with) the other. Exchange stability is an 
obvious gesture of solidarity, and the agreement to 
finance each other’s requirements without gold a gesture 
of mutual confidence. These arrangements make 
possible a more effective use of our combined exchange 
resources. But even more important will be the hidden 
co-operation on economic policy, of which the public 
will have little inkling, but which will be quite indis- 
pensable to secure the working of the agreement. 


Alignment of Policy 

If the maintenance of a stable rate of exchange is not 
to set up stresses and strains, it is obvious that the 
wages policy, the price policy, the credit policy and the 
economic policy in general of the two countries must 
march closely in step. If a more expansionary policy 
were pursued in this country than in France the result 
would be a growing deficit in our balance of payments 
with that country and a continuous increase in France's 
sterling credits. To prevent such a situation arising, 
each country must henceforth be prepared to submit 
to constructive criticism from the other and it is this 
mutual acceptance of some limitation upon national 
sovereignty which makes the agreement a helpful portent 
for the future of Europe. Meanwhile, its more immediate 
effect will be to place the franc very much on a footing 
with the Empire currencies. For although the Bank 
of England retains the ultimate control of the franc in 


London, the French banks have been appointed 
“authorised dealers’’ in their currency since the 
beginning of November, a_ status which = sharply 


differentiates them, for example, from the banks of 
neutral countries, including the American’ banks 
Since changes in the sterling-franc rate are recognised 
to be contrary to the general interest, it seems reasonable 
to suppose that any changes in rates of exchange 
between the Dominion currencies and the / sterling will 
be avoided even more strongly. This is a question of 
some importance, since the Dominions as_ primary 
producing countries are likely during the war to accumu 
late substantial London balances and it is vital that this 
process should result not in any appreciation of the 
Dominion currencies (which would tend to restrict 
trade with this country) but in a_ redemption of 
sterling debt. 
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Points from Published Accounts 


Ranks Limited and Consolidation.—The contro- 
versy regarding the pros and cons of consolidated 
accounts has in recent months lost something of its 
enthusiasm. On the one hand, the advocates of con- 
solidation have probably been satisfied with the first 
stage of their campaign, for many companies now publish 
consolidated statements, either to be helpful, or, in 
some cases, merely to be fashionable. On the other hand, 
the critics of consolidation have argued powerfully that 
so many arbitrary factors enter into a consolidated 
balance sheet-——the basis of valuation of the subsidiaries’ 
assets being of outstanding importance, and currency 
problems scarcely less important—that the result is as 
“unreal ”’ as the statutory balance sheet. Yet, are there 
not cases in which the desirability of consolidation over- 
rides even these weighty arguments in principle ? The 
accounts of Ranks Limited suggest that they may exist. 
This document is drawn up on purely “ holding com- 
pany ”’ lines, which are the more unrevealing in view of 
the changes in the company’s interests during the past 
financial year. The balance sheet shows that the principal 
asset consists of shares in Joseph Rank, Ltd., valued, as 
in the previous year, at £7,295,593, at cost. The second 
largest asset represents advances to Joseph Rank, Ltd., 
which have increased from £998,200 to £1,296,922 on 
July 1, 1939. During the year, Ranks Limited acquired 
a controlling interest in John Greenwood Millers, and in 
the words of the directors’ report, this interest was 
transferred to Joseph Rank, Ltd., “ for convenience of 
administration.”” The latter company directly owns 
some of the group’s mills, and controls others through 
subsidiary companies. 

A Test Case.—The result of this method of account- 
ing is to deprive the shareholder of any knowledge of the 
group’s position, save that which is provided under the 
Section 126 statement, which itself merely indicates 
that the parent company’s dividends have been fully 
earned. There may be good trade reasons for this 
accounting reticence, though such arguments have been 
so frequently heard that they have lost much of their 
cogency. But at least there appears to be no obvious 
technical reason against consolidation, if other factors 
were to permit it. The shareholder would not be parti- 
cularly enlightened by a massive grouping of assets of 
the operating companies ; what he requires, of course, is 
some indication of the trend of group earnings. That 
these are satisfactory enough is indicated by the parent 
company’s dividend record. Possibly one of the post- 
war questions in the realm of finance may be to frame 
statutory principles governing the question of disclosure 
of profits. 

Crompton Parkinson Taxation Practice.—There 
are few clearer reports and accounts than those of 
Crompton Parkinson. The balance sheet, with its 


excellent display, is arranged, not on conventional lines, 
but on the “ net worth” principle widely used in the 
United States. This method is highly informative, once 
the reader has overcdme its unfamiliarity, for it is, in 
essence, a simple method of stating balance sheet 
truisms to give a clearer picture of the company’s capital 
and what it represents. 


There is, however, one change 


in Crompton Parkinson’s practice this year which may 
puzzle even the expert accountant. Reference is made in 
the accompanying chairman’s speech to the modification 
of the balance sheet and profit and loss account to 
include the effect of making the appropriations recom- 
mended by the directors, and the hope is expressed that 
shareholders may the more readily understand that the 
provision for income tax included in the accounts covers 
the liability on profits earned up to the date on the 
balance sheet, “after allowing for the recovery of 
income tax on that portion of the profits which it is 
proposed to distribute.’’ The chairman’s statement 
then points out that the bringing into account of the 
recovery of this tax affords a relief which is more than 
sufficient to cover the extra taxation imposed by the 


War Budget, and leaves a surplus of £24,409, which has | 


been carried to general reserve. 

{t should be explained that the company has always 
accounted its dividends on a gross basis. That is the first 
point in considering this rather unusual treatment of 
taxation. Hence, it follows that in making its provisions 
for income tax, the company, qua company, would 
normally take into account the amount of tax, at stan- 
dard rate, which would be deductible from dividends 
To put the matter simply, although shareholders may 
be shown in the accounts as receiving a gross amount of 
dividend, tax will actually be deducted from. their 


warrants, which will be applied towards the company’s | 


tax payment. The Crompton Parkinson profit and loss 
account shows that profits have been struck after pro- 
viding for income tax-——t.e., the company’s liability on 
its own portion of profits, which are not distributed 
Hence, in making this provision, account would be taken 
of the tax which would be recoverable from dividends 
In this sense, the use to which the company puts the tax 
recoverable from dividends is only discretionary if it 


has actually made, in its own income tax charge, a | 


greater provision than is actually necessary. Such may 
have been the case for Crompton Parkinson last year 
for, as explained above, there is actually a surplus from 
the tax recovered from dividends which is transferred to 
general reserve. It may be noted this treatment of 
recovered tax relates only to the final dividends, and 
not to the interim dividends. It is open to argument 
whether two contra entries for recovered taxation and 
its disposition throw really useful light, for the average 
shareholder, on the taxation position. Certainly, when 


the dividends have already been accounted on a gross | 


basis, the separate statement of deducted tax and its 
application in the profit and loss and appropriation 
account seems hardly necessary. 

Accounting in the War.— The technical efiects 0! 
the war on company accounts have so far been quite 
limited. The early pre-occupation with evacuation of 
trading premises has possibly been responsible for 4 
noticeable delay in the publication of accounts during 
the past two or three months, but the delay may also 
be due in no small part to the wish of most company 
directors to know the worst from the war budget before 
closing their books. The general impression gathereé 
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from a large number of company reports is the astonishing 
normality of the method of presentation. Here and 
there, however, special cases are to be found in which 
the war has left its effects. One interesting case is that 
of Alvis, Ltd., whose progress has so unfortunately been 
interrupted by hostilities. The balance sheet at July 31, 
1939, includes an item for “‘ finished cars and chassis 
stock, raw materials, spares and work in progress” 
valued by the company’s officials at £196,909, less 
reserves. The prospects of the automobile trade in 
wartime would clearly make any estimate of ultimate 
realisation values of stock quite conjectural and 


PUBLICATIONS 


The Month’s 


The New Excess Profits Tax. A full detailed 
synopsis in chart form. By C. H. Tolley, 
AC.LS., F.A.A.  (Waterlow & Sons, Ltd. 
Price 2s. net.) 

The Excess Profits Tax. By V. H. M. Bayley, 
F.C.A., F.S.A.A., and E. Miles Taylor, F.C.A., 
F.S.A.A. (Textbooks, Ltd., Price 6s. net.) 

Excess Profits Tax Law and Practice. By 
Ronald Staples and R. E. Borneman. (Taxation 
Publishing Co., Ltd., and Jordan & Sons, Ltd. 
Price 7s. 6d. net.) 

The Excess Profits Tax and the National 
Defence Contribution. By C. A. Newport, 
F.C.R.A., F.T.1.1. (English Universities Press. 
Price 6s. net.) 

These three books and one chart appear so soon 
after the passing of the Finance (No. 2) Act, 1939, 
which is, as has been well said, little more than a 
declaration of intention, that none of them is able 
to give any real guidance on the detailed problems of 
computations. Tolley’s chart is probably as good as 
any, for it sets out quite briefly and boldly what the 
Act says. All the others simply say at great length 
in the author’s own words what the Act has already 
said more clearly and accurately, if a trifle legally. 

The best of the books proper is that by Bayley and 
Taylor. It includes the relative legislation as an 
appendix and the style is more concise than the 
others. Its illustrations, too, are useful, and chosen 
with a view to clearing up points which are difficult 
to describe rather than merely to illustrate the 
obvious. For the practitioner who wants some guid- 
ance and help in preparing his computations, Tolley’s 
chart plus Bayley & Taylor would be the best choice. 
The main criticism of this book is the inadequate 
treatment given to the position of subsidiary com- 
panies, and the authors fall into the error of saying 
that where the relationship of principal and sub- 
Sidiary exists throughout the chargeable accounting 
period the standard to be used for the group is the 
sum of the standards of the constituents. The true 
Position is that the results for pre-war periods as well 
as those of the chargeable period are to be considered 
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accordingly the directors have appended a note to this 
item to the effect that, owing to the outbreak of war, 
it is impossible to forecast the immediate future of the 
motor-car industry. Apart from normal contingencies, 
no provision has been made in the accounts for the loss 
(if any) that may eventuate in connection with this 
sphere of the company’s activities and the commitments 
relative thereto. This is a method—and in the circum- 
stances the only reasonable method—for drawing the 
attention of the shareholders to the possibility that 
accounts drawn up on a peace-time basis but published 
after war has broken out require proper interpretation. 


Publications 


as a whole, and the group might therefore have a 
standard period which would not of itself be the 
standard period of the subsidiary considered separ- 
ately. Where, however, the relationship exists during 
part only of a chargeable period, then there are 
separate computations of the individual standards 
for each member of the group. 

Staples & Borneman have produced a book which 
is a little fuller than any of the others, but it is not 
so well arranged as Bayley & Taylor, and therefore 
will not be so useful as a book of reference. The 
method followed is to quote the various Sections in 
black type and to follow each one by acommentary in - 
ordinary type on its meaning and application. But 
as Acts of Parliament seldom have the Sections in 
what appears to the layman to be the right order, 
this method causes some confusion at times. The 
authors have a very good chapter on subsidiary com- 
panies, but though they do not, like Bayley & Taylor, 
give this aspect insufficient attention, neither do they 
fully realise the important point about the difference 
in treatment of the standards. 

Newport's book includes chapters on both E.P.T. 
and N.D.C. (roughly, half and half), and this is 
probably the ideal method for a book on the subject, 
since most E.P.T. computations will have to include 
N.D.C. comparisons, and it is useful to have the 
whole thing in one volume. This book is not very 
precise in its treatment of the subject, but it is a good 
running narrative. It is a book for the senior mem- 
bers of the profession who do not have to bother 
preparing computations themselves, but who want 
to be able to talk reasonably intelligently about the 
subject to their clients over lunch in the club. 

None of these books is the book the profession is 
waiting for, and perhaps that book is not likely to be 
published until the Act has been clarified and amplified 
by further legislation or by practice. The perfect 
book on the subject will have the relative legislation 
collected in an appendix at the end, it will deal 
both with E.P.T. and N.D.C., it will have good and 
comprehensive illustrations which really illustrate 
the points which are difficult to describe in narrative, 
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and last, but not least, it will have a very full index 
dealing with the multiplicity of points which arise 
in preparing computations. This last point is most 
important, and, indeed, to an author’s advantage, 
too. Accountants will borrow from the library a 
good book with a useful explanation of the subject— 
the book they buy and keep is the book with a very 
full index in which they can find a reference for the 
many difficulties and obscure points which arise in 
everyday practice.—J. G. McBURNIE. 


Loose-Leaf War Legislation, Parts 1-9. Edited 
by John Burke. (Hamish Hamilton (Law Books), 
Ltd., London. Price 5s. per part net). 

Butterworth’s Emergency Legislation Service 
(Annotated). Statutes. (Butterworth & Co. 
(Publishers), Ltd., London. Price 20s. net). 

Readers of ACCOUNTANCY who have followed in its 

columns the monthly feature, “‘ The Emergency Acts 
and Orders,” will appreciate how overwhelming has 
been the flow of new legislation since September, and 
how vital it is for the accountant to keep in touch with 
its constant changes and additions. The arrangement 
used by Hamish Hamilton in their “‘ Loose-Leaf War 
Legislation’ enables the whole of the emergency 
statutes, rules and orders to be kept in a handy 
bound form. Each fresh part contains all new legisla- 
tion, with substitutes for pages issued earlier which 
have been rendered obsolete. Complete and up-to- 
date lists of the emergency legislation are issued from 
time to time—in this series they were given with the 
seventh part—and they are conveniently arranged 
both chronologically and by subject-matter, thus 
making a convenient index. These parts, taken as 
a whole, form a very useful acquisition to the office, 
though the information given is perhaps too complete 
for the ordinary accountancy practitioner, who 
requires a summarised guide rather than an exhaustive 
collection of all the law’s changes. The cost of 5s. per 
part makes the series rather expensive. Butterworth’s 
bound publication, ‘“‘ Emergency Legislation Service— 
Statutes,” suffers in comparison with the loose-leaf 
arrangement of the Hamish Hamilton work in that it 
cannot be kept entirely up to date, despite the pub- 
lishers’ intention to issue periodical supplements. 
This volume includes only statutes. Much of the 
spate of legislation has been issued in the form of rules 
and orders for which the publishers are issuing a 
separate loose-leaf volume. The arrangement loses 
something in value if regard is had to the fact that 
the orders are usually intimately connected with the 
corresponding statutes, and may most conveniently 
be read and studied with them. But, within its limits, 
this Statutes volume is a useful compendium, though 
for the lawyer rather than the accountant. 


‘Sergeant on Stamp Duties. By E. G. Sergeant, 
LL.B., Solicitor. (Hamish Hamilton (Law Books), 


Ltd. Price 15s. net.) 
The law relating to stamp duties is by nature one of 
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the most difficult branches of law. There are scarcely 
any principles to be expounded, for everything depends 
on the language of the Stamp Acts. The standard work 
on the subject is Alpe’s Law of Stamp Duties, and there 
are one or two other books ; but practitioners will wel- 
come the publication of a new text-book on the subject, 
Mr. Sergeant has obtained practical experience in the 
office of the Solicitor of Inland Revenue. 

In arrangement the book is similar to Alpe. The first 
half consists chiefly of the Stamp Act, 1891, which is 
reproduced in full, together with the author’s annota- 
tions. The relevant sections of the Finance Acts are 
similarly dealt with. Incidentally, the difficulties which 
arise under Section 55 of the Finance Act, 1927, in 
connection with companies’ capital and transfer stamp 
duty in cases of reconstruction or amalgamation, might 
have been dealt with more comprehensively. No text- 
book appears to give a sufficiently detailed exposition 
of this Section. 

Mr. Sergeant’s book is a valuable addition to the 
text-books on stamp duties, and his appendix of reports 
of revenue cases is particularly helpful—E. E. Epwarps. 


BOOKS RECEIVED 


Partnership Law. By D. F. de l’Hoste Ranking, 
M.A., LL.D., E. E. Spicer, F.C.A., and E. C. Pegler, 


F.C.A. Sixth edition by W. W. Bigg, F.C.A, 
F.S.A.A. (H.F.L. (Publishers), Ltd. Price 7s. 64. 
net.) 


Executorship Accounts. By H. A. R. J. Wilson, 
F.C.A., F.S.A.A. (H.F.L. (Publishers), Ltd. Price 
7s. 6d. net.) 


A Concise Guide to the Civil Defence Act, 1939. 
By S. Evelyn Thomas, B.Com., Ph.D., F.C.LS, 
and P. Asterley Jones, LL.B. (Donnington Press, 
St. Albans. Price 6d. net.) 


Income Tax Law and Practice. By Cecil A. Newport, 
F.C.R.A. Twelfth edition. (Sweet & Maxwell, 
Ltd., and Taxation Publishing Co., Ltd., London 
Price 10s. 6d. net.) 


Report of the Industrial Survey Committee. 
Government of the Central Provinces and Berar. 
Part I, Vol. 1. (Government Printing, Nagpur. 
Price 8 annas.) 


Treatise on the Conversion of a Business into 4 
Private Limited Company. By Cecil W. Turner, 
Barrister-at-Law. Sixth edition. (Solicitors’ Law 
Stationery Society, Ltd. Price 17s. 6d. net.) 


A Handbook on the Death Duties. By H. A. Woolley, 
Solicitor. Third edition. (Solicitors’ Law St« 
tionery Society, Ltd. Price 17s. 6d. net.) 


Mechanised Accountancy. By C. Ralph Curtis 
M.Sc. (Econ.). Second edition. (Charles Griffin 
and Co., Ltd. Price 15s. net.) 


Slater’s Mercantile Law. Eleventh edition by R. W 
Holland and R. H. C. Holland. (Sir Isaac Pitma! 
and Sons, Ltd. Price 7s. 6d. net.) 

The Law Relating to Commercial Letters of Credit. 
By A. G. Davis, LL.D. (Sir Isaac Pitman & Sons 
Ltd. Price 10s. 6d. net.) 
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Facts and Figures, 1938-39. Pretoria City Treasurer’s 
Department. 

Bank and Insurance Shares Year Book, 1939. 
(Trust of Insurance Shares, Ltd. Price 10s. 6d. net.) 

Everyman’s Guide to the War Regulations. By 
S. Evelyn Thomas, B.Com., Ph.D., F.C.1.S. (Don- 
nington Press, St. Albans. Price 6d. net.) 


Brain Efficiency. By John E. Almond, A.C.A. 
(Antony John, Ltd. Price 10s. 6d. net.) 
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Dymond’s Death Duties. 1939 Cumulative Supple- 
ment to Eighth Edition. (Solicitors’ Law 
Stationery Society, Ltd. Price 2s. 6d. net.) 


Income Tax. Tables showing Tax Deductible 
and Tax Grossed up at 7s. in the £ and at 
7s. 6d. in the £. Compiled by A. J. Hallerton. 
(Gee & Co. (Publishers), Ltd. Price ls. net each.) 


Titles and Forms of Address. Fifth edition. 
(Adam & Charles Black. Price 5s. net.) 


IN PARLIAMENT 
INCOME TAX 


Mr. Perkins asked the Chancellor of the Exchequer 
whether he is aware that officers of the Royal Air Force 
Reserves have been informed that a provisional amount 
of income tax will be deducted from their first issues of 
pay by Royal Air Force agents and accountants; and 
why it is proposed to make such deductions, having 
regard to the fact that no liability for tax can, in any 
event, arise before January 1, 1940? 

Sir J. Simon: Income tax is deducted from the pay 
of officers of His Majesty’s Forces under special pro- 
visions of the Income Tax Acts which provide for de- 
ductions to be made as and when the pay is paid. In 
practice, the amount of tax due from each officer for 
the year is estimated at the beginning of the year or 
period of service, as the case may be, by reference to 
information which is already available, or is specially 
obtained, regarding the officer’s title to allowances, and 
the tax is deducted in equal monthly instalments. Any 
necessary adjustments are made so soon as the officer’s 
liability can be finally computed. If my hon. Friend 
has any particular cases in mind I shall be happy to 
cause inquiries to be made if he will send me particulars. 


Mr. Boothby asked the Chancellor of the Exchequer 
whether he can give an assurance that income tax and 
surtax will not be charged on sums of money received 
in the United Kingdom by persons ordinarily resident 
here if such sums are the proceeds of the compulsory 
sale under the Defence (Finance) Regulations of 


securities bought out of income which was not liable to 
income tax under the law in force in the year in which 
that income accrued to the present owner ; and whether 
he will include provisions in the next Finance Bill to 
ensure that the Defence (linance) Regulations do not 
operate to a levy retrospective taxation ? 

Sir J. Simon: As I informed my hon, Friend on 
November 16, I am giving consideration to the operation 
of the Regulations in their relation to the taxation 
position in certain cases. I regret I am not yet able to 
make a further statement on the matter. 


COURTS (EMERGENCY POWERS) ACT— 
DEBTS 

Miss Wilkinson asked the Attorney-General whether, 
in view of the loss of time and money caused by a debtor 
having to go separately to the courts to get relief under 
the Courts (Emergency Powers) Act for each separate 
debt, he will amend the procedure so that debtors whose 
inability to pay was clearly due to war circumstances 
could, by making one appearance at court, get relief 
on a whole series of debts ? 

The Attorney General: My Noble Friend feels 
there are practical difficulties about this suggestion as 
it would not be possible to deal with all debts without 
having machinery for enabling those whose rights were 
being affected to be present. This would involve a 
quasi-bankruptcy administration which would be outside 
the scope and intention of this Act. Where clear 
inability to pay has been proved in one case, this fact 
may well become known to other creditors, who will 
therefore not make applications which could not succeed. 


Society of Incorporated Accountants 


MEMBERSHIP 


The following additions to and promotion in the 
membership of the Society have been completed since 
our last issue :-— : 


ASSOCIATE TO FELLOW 
Adams, Frederick (Slipper & Co.), London, Practising 
Accountant. 
FELLOW 
Wilson, Linton, 


Thomas Southport. 


ASSOCIATES 


Bellamy, Raymond Lenton, City Treasurer’s Depart- 
ment, Rochester ; Bennett, Joseph Henry, Treasurer’s 
Department, West Riding County Council, Wakefield ; 
Black, Percy, Accountant, Air Ministry, London ; 
Blake, Robert Norman, with Alfred Wroot, Grimsby ; 


Clark, James Yuill (Brodie, Burns & Anderson), 
Glasgow, Practising Accountant; Damkevala, Hor- 
mazdiar Fredoon, formerly with S. B. Billimoria & Co., 
Bombay ; Greenwood, Edward Millar, formerly with 
Horsfield & Smith, Bury; Haigh, Fred Marsden, 
Oxford, formerly Articled Clerk; Halsall, Rex, with 
John Unwin & Co., Wrexham ; Jacob, John McPeak, 
formerly with Atkins, Chirnside & Co., Cork; Morris, 
Evan James, formerly with H. W. Baddeley, Newport, 
Mon; Pickard, Frederick Lindsay Skeffington, with 
Crick & Bussell, London; Scott, William Barrie, with 
Festus Moffat, Falkirk ; Shepherd, Harry, with Firth, 
Parish & Clarke, Bradford ; Shillito, Frederick Norman, 
Accountant Officer, Royal Air Force, Birmingham ; 
Slade, Walter Alfred, with W. T. Walton & Son, 
London ; Smith, John Herbert, with Hughes & Bray- 
shaw, Otley; Swain, Reginald Frank Palmer, with 
Blackburn, Price & Co., London. 
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DISTRICT SOCIETIES 


BOMBAY 


ANNUAL MEETING 

The tenth annual general meeting of the Bombay 
and District Society was held on October 28, 1939, at 
Bombay. Mr. E. J. Dastur, President of the Society, 
occupied the chair. 

The accounts and the report for the year ended 
March 31, 1939, were adopted. 

The following office-bearers were unanimously elected 
for the year 1939-40 :—Committee: Mr. E. J. Dastur, 
Mr. B. E. Kumana, Mr. P. C. Hansotia, Mr. N. A. 
Daruwalla, Mr. N. R. Mandviwalla, Mr. K. S. Engineer, 
Mr. L. C. Hansotia, Mr. R. C. Jalundhwala, Mr. M. P. 
Mistri, Mr. J. K. Daruvala. Hon Librarian, Mr. A. K. S. 
Aiyar. Hon. Secretary of the Study Circle, Mr. R. K. 
Dalal. Mr. J. N. Dadabhoy was re-elected Hon. 
Auditor for 1939-40. 

Certain questions relating to the constitution of the 
Indian Accountancy Board and the Diploma of R.A. 
were considered. General principles on which the 
Society should base its views on these questions were 
discussed and clarified. 

Report 

The Committee has much pleasure in presenting to 

the members its tenth annual report. 


MEMBERSHIP 

The total membership at the ‘close of the year stood 
at 50. 

Topics OF PROFESSIONAL INTEREST 

Two members of the Society, Mr. E. J. Dastur and 
Mr. R. P. Dalal, have been elected members of the 
Indian Accountancy Board under its revised constitution. 
We tender our sincere congratulations to them. 

The Income Tax Amendment Act has effected far- 
reaching changes in the income tax law of the country. 
The Society submitted a Memorandum of its views on 
various amendments proposed in the Bill, and many 
of our recommendations have found acceptance in the 
revised Act. Our thanks are due to all those members 
who assisted the Committee in the preparation of the 
Memorandum. 

Representations were made to the Central Government 
on the restrictions sought to be imposed by the Govern- 
ment of Burma on the position and rights of Indian 
Registered Accountants in Burma. 


LIVERPOOL 


MEMBERS’ DINNER. 

On December 15 a members’ dinner was held at the 
Constitutional Club, Liverpool, following an address by 
Mr. Collin Brooks on “ The Changing Functions of 
Government.’’ Mr. Ernest Chetter (President of the 
Society) was in the chair and the guests included Mr. 
Collin Brooks, Mr. E. H. Prince (editor of the Liverpool 
Echo), Mr. W. T. McIvor (Chairman of the Birkenhead 
Chamber of Commerce) and Mr. W. S. Mills (President 
of the Liverpool Branch of the Chartered Institute of 
Secretaries). 

‘ Mr. Brooks, in the course of his address, reviewed the 
development of the Parliamentary ideal from the time 
of the Reformation and, dealing with the modern phase 
and its trends, showed how, after the last war, with its 


complete economic disruption of Europe, among the 
several functions which Parliament was compelled tg 
undertake were some as vital as the lending of money, 
From being a reluctant body which met to grant money 
to the Crown, it must arrogate to itself more and more 
power and there would come a time when government 
would no longer be Parliamentary—whatever, with 
our genius for keeping old names, we might continue tg 
call it. At that point, quite apart from political inten 
tions, we should have reached a form of government 
which would be more truly totalitarian than democratic, 
Thus, if the trend of world progress materialised in the 
totalitarian system, it behoved us accordingly t9 
prepare and adapt training and professional outlook to 
that change. 


SOUTH WALES AND MONMOUTHSHIRE 


Mr. Ivor Davies, A.S.A.A., Hon. Secretary of the 
South Wales and Monmouthshire District Society, having 
accepted an appointment as Regional Finance Officer 
at the Ministry of Pensions in Leeds, the District Society 
Committee have appointed Mr. Tudor Davies, F.S.A.A, 
to act as Honorary Secretary during Mr. Ivor Davies's 


absence. 
OBITUARY 
THOMAS CARLYLE MITCHELL 


We have recently heard with regret of the death of 
Mr. Thomas Carlyle Mitchell, F.S.A.A., C.A. (S.A.), im 
his 85th year. Mr. Carlyle Mitchell was one of that 
numerous company of Scots who went to South Africa 
in the second half of the 19th century, and contributed 
so much to the life of South Africa during an eventful 
period. He was educated at George Watson’s College at 
Edinburgh, his native city, and as a young man entered 
the service of the Natal Government, but at an early 
date he relinquished official life, and after experience in 
accountancy, he commenced practice, at first in partner 
ship with the late Mr. C. E. Taunton, F.S.A.A. He 
conducted his professional business at Estcourt, Johannes 
burg and Durban until 1906, when he joined the firm of 
Messrs. Duff, Mitchell & Eadie, now known as Messrs. 
Mitchell & Eadie, Pietermaritzburg. 

It was in 1910 that he became a Fellow of the Society 
of Incorporated Accountants. He was one of those who 
were instrumental in founding the Natal Society of 
Accountants, which in 1909 received an Act of Incor 
poration from the former Natal Legislature. Through 
this Act the profession of accountancy in Natal is still 
controiled. The development of the South Africam 
Accountants’ Societies and the constitution of a General 
Examining Board in 1921 received the keen interest and 
support of Mr. Carlyle Mitchell. He realised that the 
position of the accountancy profession in South Africa 
called for the strengthening of the South African bodies 
of accountants, and his advice and counsel were placed 
at the disposal of the South African Societies and of the 
Society of Incorporated Accountants, of whose Natal 
Committee he was for many years a member. 

Mr. Mitchell, who made a number of visits to England, 
kept in close touch with the Society’s head office, and 
was a welcome guest at conferences of Incorporated 
Accountants in Great Britain. To his professional work 
he added many other interests. Literature, art, educa 
tion, and music claimed his leisure hours, and he als0 
devoted himself to charitable activities in Natal. 

His death will be regretted by a wide circle of friends 
in Natal, and in the accountancy profession throughout 
South Africa. 
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